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House or Commoxs, Thursday, July 1.—(Continuation of the 
Examination of Mr. JERvoIsE Sm1rH.) 


Mr. Goscoen—I presume that such instances would be likely to occur in 
that branch of business where there are English houses doing business 
with Scotland !—Yes. 

Was this an account which had been with you for some time ?--For a 
great number of years, and it was with great reluctance that they sepa- 
. tated from us, and they expressed their regret that they were compelled 
to do so by the greater advantages that were offered to them, as their 
business rested mainly in Scotland. 

Could you give the committee an estimate of the cost to that firm of 
the commissions of the year 7—It would be rather difficult to do so. The 
sums remitted were constantly large, but they varied from time to time. 
The commission paid to the Scotch bankers was a tax which the company 
did not think it was fit or right that they should continue to poy and 
when they had an opportunity they were obliged to withdraw from us, 
that opportunity being afforded when one of those Scotch establishments 
was set up in London. 

Did you charge them any commission /—We charged them no commis- 
sion on their account; it was a commission on the remittance of money 
from Scotland or the collection of cheques from Scotland. 

It was a commission that did not go into your pocket, as I understand, 
but a commission charged to you by the Scotch banks ]—Quite so. 

You lost the account, not because you made a charge which went 
into your pocket, and which the Scotch banks were not willing to make, 
but because you had to pay the Scotch banks for transacting the busi- 
ness, and then you had to charge that commission to your customer to 
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recoup yourselves, whereas the Scotch bank was willing to do it gratuit- 
ously for your customers ?—That is the way in which we understood the 
communication. 

You are positive upon the point that you yourselves made no charge 
for commissions which was objected to, but that they were commissions 
which you had to charge, because you had to pay them to the Scotch 
bank ?—They never raised one single objection ; ou the contrary, they 
expressed themselves as very sensible of all the advantages they had 
received during the time they had been with us, but they said that their 
business lay in Scotland ; they found it now more profitable to do their 
business through a Scotch bank when it had an office in London. 

Was it an English firm trading with Scotland, or a firm in Scotland ?— 
It was a foreign firm. 

Where was its head office ?—Its head office was abroad—it was not in 
England. 

But not in Scotland ?—It was not in Scotland. 

When you say that their transactions were in Scotland, you mean, 
I presume, that their transactions were between England and Scotland ? 
—I do. 

And that in collecting in London cheques payable in Scotland, you 
had to pay a commission to the Scotch banks /—Yes. 

You use that as an illustration of the manner in which, by means of 
their monopoly in Scotland, the Scotch banks retain in their hands the 
collection of funds in Scotland?—I do. 

And for that they are able to charge the London banks a commission, 
whereas, if they do the business themselves through branches in Scot- 
land, if they choose they can do it free of commission }—Exactly. 

And therefore you are handicapped by a charge which renders it 
difficult for you to succeed in keeping any portion of business that is con- 
nected with Scotland 7—It must interfere materially with all such business. 

Mr. Orr Ewrne—You think it illegitimate that bankers should transact 
business in goods /—Yes. 

What do you mean by that /—On the security of produce. 

I suppose you allude to foreign bills which are drawn upon goods con- 
signed to this country, and where the bills of lading are attached to 
these bills, which is a perfect security that the goods which they represent 
shall go as far as they will go to the payment of the debt?—I have 
never seen a bill of lading attached to any one of these drafts, and 
there is nothing on the face of the drafts which shows that they are drawn 
with bills of lading attached to them. 

‘Do you mean to say that a bill without a bill of lading attached to it 
is drawn on goods !—There is no evidence that it is drawn against . 

Mr. GoscneN—You have seen bills where it is given ‘‘ per shipment fo 
so and so,” but without a bill of lading ?—Yes. ° 

Mr. Orr Ew1ne—Are you aware that all bills of exchange are taken for 
granted to represent property of somekind or other p—They represent pro- 
perty or credit. 

Surely os always to represent goods *—Or credit opened here 

securities. 

That is not the kind of bills you are speaking of /—No, it is not. 

Then bills which are not bills of credit are bills which ought to represent 
goods P—They ought. 

And every bill drawn from India or America, or any other part of the 
world, is of the class which _ condemn /—I do not condemn the business, 

Sir J. Luspocx—He said it was illegitimate for a bank to accept them: 
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Mr. Orr Ewrnc—That is tantamount to condemning them. 

Witness—I never imputed anything of that sort. I said I thought it 
was illegitimate for a banking house to accept such bills, 

Are not a very large portion of bills coming from India drawn on that 
systém ?—On foreign banks principally, or, rather, they used to be ; but I 
have seen lately a very vast number drawn upon the Scotch banks. 

Have you not seen a vast number drawn upon English joint-stock banks ? 
—No, I have not. 

Are you aware that the Union Bank does it /—A statement was made to 
that effect. 

Does not the London and Westminster Bank accept —I can’t say they 
never do; but I know they deprecate the system, and avoid it by all means 
in their power. 

Don’t you consider it would be a much safer system of conducting foreign 
business if bills of lading were attached to all the bills /—Possibly it might. 

Would that not prevent the illegitimate business which sometimes occurs 
at present when bills are drawn representing no property at all ?—It might 
but I do not know how it can be done, and I do not see how you could 
show the value of the goods mentioned in the bill of lading. 

You seem to have a tender anxiety about the Scotch banks coming to 
London, and you are afraid that they may do their business in such a wa 
as to endanger their stability Experience has shown that when a Scotc 
bank transacts business beyond the limits of Scotland, it runs a risk, and 
in one instance had succumbed to it. 

Was not the bad business of the Western Bank transacted in Scotland ? 
—Some of it, but a great deal at New York. 

But did not the New York business originate in Scotland !—I can hardly 
give a decided opinion about that. I presume it had some relation to Scot- 
land in the first instance. 

You admit, I suppose, that the Western Bank did not conduct its busi- 
ness on the same principle as the other Scotch banks ?—It conducted its 
business very badly. 

No doubt ; but may you not trust Scoteh banks to conduct their business 
prudently when they come here?—I judge from precedent, and am not 
offering an opinion one way or the other. 

Your principal objection is that the Scotch banks have taken away some 
of your business —I say that would be the tendency. 1t was actually the 
fact in one case—an unimportant case, except as showing that the thing 
had happened. 

Mr. GoscnoEn—Was that purely a Scotch business ?—It was Scotch 
money remitted to London for the purposes of this establishment. This 
was a tax which, we infer, pressed upon our customers, and they considered 
they had nolonger aright tosubmittoit. They stated that it had become 
desirable, in consequence of the establishment of a branch of a Scotch bank 
in London, to transfer their account to that bank. 

Mr. CampPsett-BaNnNERMAN: But have you any reason to believe that it 
was because the charge on remitting money from Scotland to London was 
greater than if the transaction was performed by the Scotch bank !—Wo 
could put no other construction upon it; I have no hesitation about it. 

Would you be surprised to hear that the Scotch banks charge quite as 
much for money coming to their own branches as they would if it came to 
you ?—I was not aware that that was the case. 

Sir J. Lussocx: These transactions were between England and Scot- 
land, and on these transactions you were placed at a disadvantage as com- 
pared with the Scotch banks /—We understood so, 
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It was not purely Scotch business, but business between England and 
Scotland !—Yes. 

Mr. Orr Ewrne: Was it not money remitted from Scotland to Eng- 
land ?—It was money remitted from Scotland to London. 

That is not business between England and Scotland, but business 
between Scotland and England ?—It led afterwards to the payment of 
coupons, and so forth, in London which were sent up from Scotland for 
collection to London. 

And this firm told you that they left you because they found it more 
profitable to do business with a Scotch bank ?—They said that they found 
it desirable. 

You said that they found it more profitable, and I took down your words? 
—No, ‘desirable’ was the word I used. 

It no doubt must be very hard for you as a banker to lose a good account 
of that kind; but to the customer who is able to do his business in a more 
profitable or in a more desirable way with the Scotch bank, it will be a 
gain, wiil it not 7—It could not be done with greater economy, or more pro- 
fitably to the customer, if the Scotch bank had not a privilege which we do 
not possess in England.. ° 

But do you think that a firm that expressed to you their great distress at 
being obliged to leave you and their great satisfaction with the manner in 
which you had conducted their business, would leave you unless there were 
some substantial grounds to take them away ?—I believe that it was in 
consequence of the commission which we were obliged to charge as it was 
charged to us on the remittance of the money to and fro. 

But supposing that firm save that commission it is an advantage to them 
is it not Certainly. 

And therefore the establishment of Scotch banks in London may be of 
considerable advantage to many others in the same position as that firm 
may it not ?—It shows that the competition is most uneven and unfair. 

You speak as a banker, I presume, and not as a member of the public ?— 
I speak as a banker. 

You do not want free trade ?— Pardon me, I do want free trade. I donot 
want to have a competitor subsidized by the Government. 

You want reciprocity —We are all perfectly ready to meet any competi- 
tion on the same ground as we ourselves occupy. 

Is it not the old argument of protectionists who opposed free trade on 
the grounds that foreign nations did not reciprocate, and that they had ad- 
vantages in lower wages and taxation ?—That is hardly a parallel case. 
These subsidies and monopolies and privileges are granted by our own 
Government. 

But surely foreigners who grow grain which is not so heavily taxed, or 
manufacturers who do not pay such high wages, are in a better position than 
we are in this country, and still we look upon it as benefitting the whole of 
the public, and we allow them to send in their goods or their grain without 
any tax whatever, do we not?—You have no power over them whatever 
and you could not prevent it. 

But do you want to prevent it in banking ?—Pardon me, I wish to have 
the freest and the largest competition, and you cannot have it more keen 
than the competition has been for a long time in London, but we say that 
the legislature should not invest our competitors with these large subsidies 
and privileges which they at present possess, and which were granted to 
them, 2s we contend, under certain conditions. 

Sir J. Lvssock : Have you heard of any other cases of accounts trans- 
ferred to Scotch banks /—I have. 
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With regard to the question of bills of lading always accompanying bills, 
would it not be extremely inconvenient in commercial transactions if bills 
of lading in all cases accompanied bills ?—If bills of lading always accom- 
panied bills, it would be almost impossible to conduct the business, I should 
believe ; but I speak rather as a banker than as a merchant. 

When the produce arrived I suppose it would be necessary, then, to detach 
the bills of lading from the bills in order to obtain the goods from the 
vessel ?—Certainly, or the bills must be paid under discount. 

Therefore, though the bill of lading might in the first instance be 
attached to the bills, it would be absolutely necessary to separate them in 
the course of the currency of the bill, would it not ?—Certainly. 

Mr. Orr Ew1ne: They would still be in the custody of the bank, would 
they not ?—No. 

Sir J. Lussock: If so, then the banker would have to do the mer- 
chant’s business, and clear the goods and sell them, would he not ?—Certainly ; 
and that is entirely apart from banking business proper. 

That is the regular business of London merchants, is it not ?/—Certainly. 

And if London bankers held bills with bills of lading attached, and sent 
those bills of lading down to the docks, and sold the produce, they would in 
fact cease to be bankers and become merchants, would they not ?—They 
would, and it is never done as a rule. 

Mr. Batrour: I quite understand the method in which you think that 
the Scotch banks take away your Scotch business from you, but I am rather 
puzzled to understand how their Scotch privileges enable them to compete 
with your ordinary business ?—The reserve that they bring up here, secured 
to them by their privileges in Scotland, enables them to do so. 

The only things that can affect the progress of a new bank must be either 
the confidence which the public have in it, or else the fact that it is able to 
offer lower terms to the public. We have it in evidence that the Scotch 
banks offer the same terms to the public in England as the English banks 
do, and I presume that their credit is not affected in England by their note 
circulation in Scotland; so that they really stand in the same position in 
regard to you, do they not, as any new bank of good credit founded in 
England, which had no issue, would stand in ?—Not exactly; they would 
be able to transact any business between England and Scotland, free of 
those charges to which we are exposed. 

I understand that that would take away your Scotch business from you, 
but I am now talking of general business /—But gentlemen in general busi- 
ness will have transactions in Scotland, and that monopoly, that tax, that 
commission, must always be to the prejudice of the English bankers. 

So that it is only jn so far as regards transactions with Scotland that the 
Scotch monopoly would do you any injury ?—It would affect us there prin- 
cipally and first. 

Mr. Orr Ewrne: If I had purchased £100,000 worth of grey cloth at 
Manchester, would you discount a bill representing that cloth ?—I would 
discount it on your credit, but the goods must have gone away. 

But inasmuch as all bills represent goods is there not very little differ- 
ence of risk to you between the one bill and the other /—There is a very 
material difference. I pledge my credit for the bill in the one case, and 
in the other case I take it upon the credit of others. 

You pledge your credit upon the one name in the one case, and in the 
other case you pledge it upon two names ?—No; in the one case I accept 
the bill and pledge myself to pay it; and in the other case I only take it 
from a third person, from yourself, upon your own credit, and upon the 
credit of the drawer and acceptor and the other names upon the bill. 
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Mr. Gosenen : Is there not this great difference: that when you accept 
it you do not give your money, but you give your name, and it remains a 
liability upon your bank ?—Certainly. > ; 

And any bank largely accepting in that way has given a promise to pay 
without having paid 1—Certainly. A 

On the other hand, if you discount the bill, you have paid away the 
money, and you may lose, but you have, at all events, satisfied any claim 
upon yourself with regard to that bill?—Certainly ; there is no further 
élaim upon us; nobody has a right to come upon us. sagd 

In the oné case it is limited by your resources, in the other case it is 
limited by your credit }—That is so. 

And in thé one case your acceptance would be circulating amongst the 
public, shewing that you had not made any advance, but that you had 
promise! to pay, looking to some future remittance and future resources to 
pay your acceptances ; whereas in the other case you have paid away money, 
and you merely keep this acceptance in your own possession !—Exactly ; 
we have no liability to anybody upon it at all. . 

It is unusual, is it not, in the case of bankers even to re-discount bills 
which they have once taken ?—Yes, it is practically never done. 

Mr. Leveson Gower: I presume your customers who withdrew their 
custom would view the case from a different point of view from yours /—I 
can’t say, as I have had no opportunity of seeing them since they withdrew 
their account. 

It is not probable that inasmuch as they benefit by being able to deal 
with a Scotch bank instead of dealing with you, they would object to the 
restriction !—They might receive other advantages from ourselves which 
they would not receive from the Scotch banks ; but I cannot give a definite 
answer upon that point. 

Still they were induced to leave you to go to the Scotch bank ; so that, I 
Suppose the balance of advantages was on the side of their going to the 
Scotch bank ?—I cannot say. 

Would you advocate a restriction which would be beneficial to yourselves 
but which would at the same time be adverse to the public !—In that par- 
ticular instance it would not be beneficial to me; I get nothing out of the 
commission. They would not have moved their account, I believe, certainly 
if there had been this restriction. 

The Cuarrman: They found that if the business were done with the 
Scotch bank which had an office in London no commission would be 
charged /—We understood that to be the case. 

If that business which you conducted for them in the bank of Scotland 
had been business which you were conducting in a bank in Liverpool, you 
would have had no commission paid 1—No. ‘ 

The bank in England would ons been admitted to the country clearing 
house ?—It would. 

Why are not the Scotch banks admitted to the country clearing house ? 
—It has never been, and with all their branches it might be impracticable. 

Tf they could be admitted, the question as to the charge of commission 
would not have arisen !—I presume not, if they conceded that point. 

Has the question ever been raised, whether the clearing house should be 
made to extend to Scotland !—Not to my knowledge. 

Should you like to see a uniformity of system throughout the United 
Kingdom /—As to issuing or non-issuing ? 

Yes ?—I am not ene to suggest that there should be any alteration in 
the existing state of things. 


Suppose there were uniformity of issue, de you believe that this question 
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of dlewing could be solved by extending it all over the country ]—Into 
Scotland 

Yes ?—I do not think it could be easily arranged, owing to the distance of 
the north of Scotland from London. 

Do you think it could be conveniently carried as far as Northumberland 
or Berwick-upon-Tweed, but not as far as Edinburgh ?—I will not say “ not 
so far as Edinburgh ;”’ but I think it would be difficult further. 

Is the working of the Clearing House found to be very inconvenient in 
the more distant parts of England !—They are all within a certain distance 
by post from London, and there is no inconvenience then experienced. 

didn’t understand you as to the working of the country clearing 
house {—We receive, say, this morning, a number of country cheques. We 
meet again on Saturday to receive payment of those cheques. 

Will you explain what you mean by “country cheques?’’—A cheque 
payable at ord or Newcastle. We exchange them; we settle our 
balances to-day and we send them down to our correspondents to-night, and 
they instruct us to pay or not to pay, as the case may be, on Saturday 
morning. We meet then and settle our balances again, making allowances 
for such cheques as have not been returned which are returned direct to the 
country banker or to the London banker who has passed them through our- 
selves. If some of those cheques were on branches of Scotch banks in the 
north part of the island, they could not go down, for instance, to Thurso, and 
get back again by Saturday morning, and it would be an exceedingly difii- 
cult matter then, of course, to settle our country clearing, it would, 
practically, make it impossible. 

How soon could you get them back ?—I cannot answer that question. 

If they could be back by Monday morning, how would that upset the 

tem ?— Because we should have to treat them as unpaid on Saturday. I 
think it would be almost impossible to conduct business if we took in the 
North of Scotland or of Ireland—in fact, any distance beyond an answer by 
return of post. 

If the difficulty could be overcome, and the Scotch banks were admitted 
to the clearing house, would there be an advantage to the Scotch banks on 
that account ?—They send up their own cheques which they hand in to the 
clearing house now. I do not know that it would be any advantage to them. 

But do you suppose if they were admitted they could dispense with this 
commission ?—They could not be oteriitel sae cian sengion. ie 

Supposing that it is in co mce of the impossibility of their bei 
admitted to the benefit of he donning house that they have to charge : 
commission, do you see anything unreasonable in their making other 
arrangements by which they can dispense with the necessity of charging 
commission—that is, having London agents of their own in preference to 
it ?—But they do not pay their cheques through their London agents and 
save us the commission. We have still to send those cheques down to 
Scotland. 

Can yousay that you had any right to complain of the Scoteh bank, with 
which these persons had necessarily to do business, opening an agency 
which enabled its customers to do business with them more conveniently than 
through a London bank ?—~We contend that we have a right to complain 
that they should come into competition with us, possessing as they do the 
privileges which the legislature gives them. 

But they came into competition with you as intermediaries in a business 
which this firm-in some part of Europe was mving on with Scotland ? 
—When first established they did business considerably in England, after 
wards some of that business went to Scotland, and since that they have 
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found it desirable to transfer their business to the London agents of the 
Scotch bank. 

And if you could shut them out of London, they would be compelled to 
do their business with you ?—It is possible, but I am not certain. They 
might possibly make arrangements with the Scotch banks in Scotland. 

If they did that, you would be equally a loser /—Yes. 

Mr. Goscoen—You could not object to that ?—Of course not. 

Examination by the CHarrnMAN continued :— 

These arrangements, in the absence of legislation, may be presumed to 
take the shape which is convenient to both parties. Do-you think you are 
justified, in the interest of English bankers, in interfering to prevent what 
would be the natural and most convenient course of business ?—We do not 
wish to interfere. We only say that the competition of banks invested, like 
the Scotch banks, with certain privileges, by our own government, is a very 
unfair and unjust competition to expose us to, and that it was never con- 
templated as far as we understand. 

You stated in the early part of your evidence that you do not think there 
could be any benefit to the public from the Scotch banks coming to Eng- 
land, as they neither — more money nor charged lower terms ?—Yes ; 
I gather that from the evidence which has been already offered by Scotch 
banks. 


Why should English bankers object to the competition ?~ Because the 
money is secured to them by the monopoly of the issue of notes which they 
enjoy in Scotland, and we cannot go to Scotland to enter into competition 
with them, because we have not that monopoly, and have not the issue of 
notes. 

But ordinarily, when one person competes with another person in busi- 
ness, he to a certain extent prejudicially affects that person’s profits by 
compelling him to reduce his terms. If he does not compel him to reduce 
his terms, he does not do him any injury at all?—He must in the end 
reduce his terms. The competition must become more and more keen 

Then if he does the public is benefited, is it not?—The public may be 
benefited, but there would be a corresponding loss to public security, as 
these banks that are coming here are all note issuers. 

It may be an advantage given to the public on terms which involve inse- 
curity, therefore a disadvantage to the public; but, in some shape or other, 
that there must be an advantage to the public seems clear, if there is no 
risk to the public ?—Judging from the Scotch evidence, we don’t think 
that the English public have any advantage whatever. They get neither 
more money nor lower terms. 

Mr. Goscusen : What do you mean by lower terms ?—Business will be 
conducted as regards commission and charges for discount as at present. 

Examination continued by the Coarrman: Then why’should the Eng- 
lish public leaye the English banks and go to the Scotch banks, if there are 
no advantages offered them /—We contend that the competition ought to be 
free. I believe the English bankers will not lose their business at first, but 
if the Scotch banks go into this question of acceptances very largely, they 
might possibly attract some new business, and we maintain that that is not 
ans business pure and simple, nor such as note issuers should under- 
take. 

Supposing any English joint-stock banks were to undertake this business 
of acceptance, to which you object as being outside the proper province of 
banking, should you complain of that competition ?—We think it exceed- 
ingly bad business, and we believe the public take the same view of it. 

ou think it so bad that, in the interests of the public, Parliament ought 
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to interfere and restrain the banks from interfering ‘with that class of 
business ?—They are not note issuers. 

But if they were note issuers ?—I think they would be liable to the same 
blame. 

Do you mean, if Messrs. Gurney’s bank were to undertake business of 
that class that there would be a cause of legislative interference, to say to 
them, “ You must give up your privilege of issue if you undertake this 
class of business ?’—They would not be crossing the Border. 

But the Messrs. Gurney had a privilege given to them by the 
ture 1—Yes ;a limited privilege. Their responsibility to the public is much 
smaller than the responsibility of the Scotch banks. 

Mr. Goscoen: It would make a strong case for the abolition of the 
provincial issues ?—It would make a strong case for the abolition of the 
provincial issues. 

The Cuainman: With regard to your observation that if Scotch banks 
carried on business beyond Scotland it would involve a risk to the note- 
holders, would you explain what the nature of the risk would be ?—You 
said you had illustrated it by the case of the Western Bank of Scotland, 
which carried on business at a distance ?—New York. 

There is nothing in the law to prevent any of the English banks doing 
the same ?—Not that I am aware of. 

Sir Jonn Lussock : The advantage of the country clearing consists, does 
it not, in the facility which it gives to banks for collecting drafts drawn 
upon all parts of the country free of any charge ?—Yes. 

; And that advantage the Scotch banks now enjoy, do they not }—They 
0. 

They practically do send drafts through the country clearing, and there- 
fore they have the advantage of the country clearing, have they not ?—Yes, 
speaking from personal knowledge in our case, we collect everything for our 
correspondents through the country cl 

Therefore, practically, the Scotch banks do now enjoy the advantage of 
the country clearing, so far as that side is concerned ? inly. 

And the only difficulty of cheques upon them being dealt with at the coun- 
try clearing house is, of course, that we have to make our returns by return 
of post, and that we cannot do so in the case of banks so far north as Thurso ? 
That is so. 

The room was cleared at the conclusion of the witness’s evidence. On the 
public being re-admitted, 

Mr. DAVIDSON re-called, and further examined. 

The Cuatrzman--You have heard the evidence given by the last witness ; 
have you any remarks that you wish to make upon that part of it which 
relates to the practice of the Scotch banks on the acceptance of bills /—As 
the Bank of Scotland’s figures were mentioned, I wish to make an expla- 
nation with reference to a statement of the last witness as to the acceptances 
on bills. He said the figures mentioned were £1,600,000. Part of that 
(£179,000) consisted of drafts on short dates, for which the bank had 
received money, but which were still outstanding. The remainder 
(£1,443,000) consisted of the acceptances of the bank, andI wish to explain 
that of that sum between £1,100,000 and £1,200,000 consisted of acceptances 
to banks of the very highest standing i in India and Canada. The remainder, 
a comparatively small sum, arises out of the bank’s transactions connected 
with its customers in Glasgow and elsewhere. Iam anxious to disabuse 
the mind of the committee of the idea that the Bank of Scotland has 
entered into large transactions in the way of granting the use of its credit 
without exercising the utmost caution. 
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Sir J. Luspocxk—Do you speak of the Bank of Scotland alone ? 

Mr. Davipson—I am not authorised to speak of any other bank, but I 
was anxious that the evidence should not remain without some explanation. 

Then your remarks apply to the Bank of Scotland, but not to other 
Scotch banks in London P—So far as the National Bank is concerned, I am 
free to say that a very large proportion of their acceptances are of the 
character which I have described in connection with banking institutions 
abroad. With regard to the Royal Bank, I really believe they had no 
acceptances at the date of these returns, because they had only just opened 
their establishment in London. 

Therefore, although you speak categorically with reference to your own 
bank, you wish the committee to believe the circumstances of the other 
banks to be practically the same ?—I do. 

But the fact remains, that whereas your acceptances used to be compar- 
inde small, you have £1,600,000 /—£1,400,000; the others are merely 

oeal paper. 

But the fact is you have £1,600,000 under acceptance, of which the 
greater part is on account of banks in India and Canada ?—Yes, but of the 
very highest standing. The Bank of Scotland holding as a cover for that, 
in addition to the responsibility of these banks, bills of the very best class. 

Mr. Goscoen— Have you correspondents abroad who are merchants as 
well as bankers ?—We have no correspondents abroad except those I have 
alluded to; but we grant credit in G w and Dundee to merchants to 
be used abroad upon such security as we think necessary. 

Mr. WILLIAM HAMILTON CRAKE, of the London and Westminster 
Bank, was then called and examined by Sir J. Lubbock. 

You are a director of the London and Westminster Bank ’—I am. 

You have paid a good deal of attention to this question !—Yes, from the 
commencement. 

You consider, I believe, that the Scotch privileges give the Scotch banks 
a monopoly of the banking in Scotland !—No doubt. 

Without raising the question whether the monopoly of the banking 
should be handed over to eleven banks, you consider that, in justice to 
other banks, they should be confined within the area of their monopoly }— 
Clearly. 

Do we think any amount of capital that the Scotch banks could bring 
to England would affect the rate of interest in this country ]—No. 

In fact, you agree with some of the previous witnesses, do you not, that 
either we should have the same privileges in Scotland as the Scotch banks 
have, or else that the Scotch banks should be required to give up their 
— ew if they should wish to come end compete with the 

glish banks /—I think they should be required to give up the privileges 
granted by Parliament by the Government. ; 

Will you state shortly what you consider to be the grievance of the 
English banks as regards the Scotch banks }—The question of charges has 
been so fully gone into that I need hardly repeat that. I can supplement 
the evidence of Mr. Smith as to the withdrawal of accounts to this extent 
without dwelling on individual cases. I may say that the great loss, both 

mt and prospective to English bankers from the monopoly of Scotch 

ing is when accounts are initiated and commenced, when new accounts, 
for instance, are opened, when parties desire a banking account, it does, 
and must, weigh with them, that if they go to a Scotch bank in London 
they can get their Scotch business done on more moderate terme without 
the charge for commission, and it does lead to those accounts being opened. 
It leads in the second place, in the case of accounts already established, 
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where they are of sufficient importance, in their opening a second account 
with a Scotch bank. The mere presence of a Scotch bank in London must 
of necessity lead to accounts being taken to them from both those causes. 

Of course all large houses of business have transactions with Scotland }— 
Very many have, and if they are of sufficient importance, it leads them to 
go to the Scotch banks, because English bankers cannot go to Scotland, 
and that is positively the fact. 

Mr. On Ew1nc—How is it the English banks could not go to Scotland ? 
There is no law to prevent them }—I mean they could not go with any 
reasonable chance of making their expenses. 

You say the people of Scotland are forced to take bank-notzs !—Yes. 

Cannot they demand gold ?—Yes. 

And they do nut do so /—Yes. 

If the Scotch banks are able to do business on more favourable terms 
than you, is it not an advantage to the public ~The Government are the 
author of those advantages, but I dispute that they can do business on 
more favourable terms. 

But having these privileges !—On this particular point of commission it 
may be, but I don’t see that the public are particularly interested in that. 

By Mr. Campse.i-BannermMAN—Supposing you could go to Scotland 
on equal terms, would that, in your opinion, settle the matter ?—On iden- 
tical terms with the Scotch banks ? 

Yes ?—It certainly would do away with that part of the grioxance. 

Do you think there would then be no objection to the Scotch banks 
opening branches in London ?—You must remember that the English 
banking communities have been deprived of these privileges for more than 
a generation, and they could not go into Scotland with any chance of 
getting the business which the Scotch banks have had for a century. 

How, then, can the Scotch banks come here with any chance of success if 
they have been out of London for a century /—The cases are not parallel. 

The committee adjourned at 4 P.M. 





House or Commons, Monday, 19th July. 

The Committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other Members 

resent were—Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell- 

erman, Mr. 8. Cave, Mr. Beckett Denison, Mr. Orr-Ewing, Mr. 
Goschen, Hon. E. F. Leveson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. 
Sampson Lioyd, Sir John Lubbock, Sir Graham — » Mr. 
Mulholland, Mr. Mundella, Mr. Norwood, Mr. W. Shaw, Mr. Tort, and 
Mr. Hussey Vivian. 

Mr. EDWARD HOWLEY PALMER, yt Te aud Mr, 
KIRKMAN DANIEL HODGSON, M.P., a Di r 6f the Bank 
of England, examined by the CHAtrMAN. 

The committee have been anxious to have the evidence of the Governor 
and Deputy-Governor of the Bank of England in this enquiry, but [am 
sorry to learn that the Governor is not at present well enough to attend, 
and I believe therefore that the bank directors have requested Mr. Kirkman 
Hodgson to attend with you to speak on their behalf !—Yes. 

Can you inform the committee generally what has been the course of 
proceeding since the passing of Sir Robert Peel’s Bank Charter Act in 
1844, in the direction of the absorption by the Bank of England of the 
notes issued by private or joint-stock provincial banks ?—-The a i 
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issue of private and joint-stock banks in 1844 was £8,648,853, and in 1874 
the authorised issue was £6,624,163, the difference being £2,024,690. 
Composition is paid on £1,415,000 ; and the amount lapsed by failures and 
amalgamation with other banks is £609,690, and that makes up the 
amount. 

To what extent has the authorised circulation of the Bank of England 
itself increased ?—To replace these lapsed issues, it is now £15,000,000, 
instead of £14,000,000 as fixed by the Act of 1844. In 1844 the provincial 
circulation of the Bank of England notes was £6,500,000, and all issues 
of private and joint-stock banks amounted to £8,170,000, making 
£14,670,000. In 1874 the Bank of England provincial issue was 
£10,164,000, and private and joint-stock banks’ issue was £4,960,000; so 
that it is very nearly, you may say, the same. The Bank of England has 
entirely supplemented the lapsed provincial issues ; rather more. 

Did the process of the surrender of the issue by provincial banks take 
place more rapidly in the beginning of that period than latterly ?—Much 
more rapidly. 

Has there been any omer paid within the last five or six years ? 
—None since the National Provincial Bank surrendered to issue in 1866, 
and the reason of the unwillingness of the banks having this privilege to 
surrender it we must assume to be that the terms of commutation are 
inadequate. 

You think that rather more favourable terms might induce a larger 
number to surrender ?—I think it would be very inexpedient to vary the 
terms of composition, but whether a general measure should be adopted 
for the purpose of determining all private issues is a question of which the 
State must judge. 

Supposing that the State were to decide upon abolishing the provincial 
issues, do you consider that the Bank of England could adequately supply 
the wants of the country /—The Bank of England can readily supply the 
wants of the country in regard to provincial issues, and that is proved by 
what has already taken place between 1844 and 1874. 

Have you formed any judgment as to what would happen if the provincial 
issues of Scotland and Ireland were abolished? Would the Bank of 
England be able to supply their places there ?—The cases of Scotland and 
Ireland are to some extent different in consequence of the issue there of £1 
notes, and I think it would be necessary in such a case as that contemplated 
to have centres of issue at Edinburgh and Dublin for those countries. 

Centres of issue connected with the Bank of England ?—Oh, that is a 
matter of arrangement for the Government of the day to determine. 

Do you mean centres of issue from which notes of a different character 
from those issued in England should be sent forth /—Yes. 

Are the branches of the Bank of England extending?—They are not 
extending; on the contrary, the branches at Exeter, Norwich, Gloucester, 
Swansea, and Leicester, have been closed because they did not pay 
expenses, @ branch at Plymouth was opened instead of the branch at 
Exeter. 

Is there any tendency in the branches of the Bank of England generally 
to become less profitable than they were?—-You see the branches of the 
Bank of England are more suited to the wants of the large towns and great 
centres of industry—Manchester, Liverpool, Birmingham, Hull, Leeds, 
and Newcastle. In these towns they have a very fair amount of general 
banking business, and they are of great convenience to these districts as 
pmensn A for the supply of bank-notes, and the transmission of coin to and 
ioern thes Dink: of Daguant in Lenton. 
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Supposing the provincial issues were put an end to,and the Bank of 
England was called upon to supply them, it must do so by means of branch 
banks ?—Not necessarily. 

How would you propose to supply the circulation ?--We should supply it 
from London. 

Through the local banks ?—Yes. 

You do to a considerable extent carry on business through some of the 
local banks ?—Largely. 

How would you propose that the notes of the Bank of England should be 
cashed if you had no branches throughout the country /—They would 
never be required to be cashed except for convenience and for export, and 
Liverpool is the only place where any large amount of notes would return 
to the bank in respect of export, and even there it is not found there is any 
great requirement, and that is the only place where there could be, The 
others are mere questions of supply and demand which would certainly be 
used by the ordinary arrangements. 

Would a man happening to have £10 or £20 in Bank of England notes 
issued in London be pretty sure to get them exchanged at the branch 
bank where be might be 7—Yes; no charge would be made, but it would 
be in the discretion of the agent whether he would cash a note for a stranger 
who was not properly introduced. The currency in a particular locality is 
always found to be determined by the necessities of that district. 

What facilities are given by the branch banks of the Bank of England 
for the exchange of notes issued at other branches, or in London ?—Every 
note that is issued from a branch is paid in cash, and everything that is 
required for the convenience of the customers of the bank is also done as 
far as courtesy is concerned. The bank could never accept a legal liability 
to pay at any branch its notes issued at other branches ; that would be quite 
impossible. As a rule the public are always accommodated with any 
moderate payments that they may require. 

Can you say how far the provincial banks of issue come in competition 
with your branches }/—They do not compete really with us in any sensible 
way. The advantages offered by the Bank of England are peculiar to 
itself. Of course the provincial banks and private banks give much greater 
facilities to their customers naturally than we do, especially in allowing 
interest upon deposits. The Bank of England does not do that. 

What effects have been produced by the surrender of the right of issue 
by the National Provincial and other provincial banks /—The only effect 
has been that the lapsed issues of private and joint-stock banks have been 
supplied by the Bank of England. 

Do you see any objection to the removal of the restriction upon private 
banks of issue from having establishments in London ?—The answer, [ 
would give to that question would be this—that assuming (as I do) that 
the most perfect form of currency is one uniform in its character, with 
complete convertibility of the notes, and believing that the intention of the 
Bank Acts of 1844 and 1845. was to promote the establishment of a specific 
currency for the whole country, I imagine such a purpose would be incon- 
sistent with the removal from the issuing banks of any of their existing 
disabilities. 

You do not consider the disabilities or restrictions are important in 
themselves, but important as bringing pressure to bear upon the issuing 
banks to induce them to surrender their issues /—That is so. 

Can you distinguish between the English banks and the Scotch and 
Irish in that ~~ t—The policy assumed in the preceding reply 
applies equally to all issuing alt og whether English, Scotch, or Lrish. 
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Therefore, the same reason which induces you to think that the restric- 
tions should be kept upon the provincial banks of England, in order to 
induce them to give up their issues, induces you also to think that the 
restrictions should be kept up on the Scotch and Irish banks, in order to 
induce them to do what Ry think all banks of issue should be confined to 
the localities where their privileges now exist. I think the spirit and 
intention of the Acts of 1844 and 1845 was certainly to prevent any 
banks of issue, except the Bank of England, from coming within sixty-five 
miles of London. 

It would be with a view to induce their ultimate surrender of their 
right of issue to the State? -I think it would be very advantageous that 
they should do so; but of course that is a question for the State to con- 
sider. 

Supposing it was considered right to maintain the restriction against 
the English banks of issue which prevents their having establishments 
in London, can you see any fairness or unfairness in the Scotch or Irish 
banks being allowed to have establishments in London without sur- 
rendering their issues /—I am supposed to be speaking as an officer of the 
Bank of England, and they, as the bankers of the Government, desire to 
abstain from expressing any opinion on that subject. 

Can you make any distinction between the position of the Scotch and 
Trish banks, ahd that of the Colonial, Indian, or other banks which have 
establishments in London?— The Indian establishments, who call them- 
selves bankers, but are not in reality so, are formed more for the purpose 
of carrying on mercantile and exchange business than banking business, and 
their position cannot be considered in any way analogous. I do not believe 
that any of them issue to any important extent ; certainly not in India. 
The Oriental Bank has a small issue in Ceylon and Australia. 

Do you consider that the banks suffer materially in the conduct of their 
banking business from the restrictions imposed upon them, on account 
of their rte | this right of issue?—No doubt, London being the great 
centre, it would be a great advantage to any bank having an extensive busi-+ 
ness to have an establishment in London. 

A certain proportion of the issues in Scotland and Ireland is authorised, 
but beyond that the banks have the right to issue as much as they please 
against gold. What is the system under which gold is now sent periodically ? 
—The transmission of gold from London to Edinburgh in the months of 
May and November as a basis of the increased issues required by the Scotch 
banks, is mapvaged entirely by those establishments. The amount varies 
from £300,000 to £500,000. The effect upon the money market in ordinary 
times is quite imperceptible, and the amount is returned to us as regularly 
as it is taken from London, and frequently in the same boxes. But occasions 
might and do arise where the reserves of the Bank of England being low 
in consequence of the adverse state of the Exchanges, the sudden with- 
drawal of half a million would then be of inconvenience, but would not be 
likely to have any important effect on the money market. 

Are you aware that it has sometimes been found, at moments of pressure, 
that there has been inconvenience which has resulted from the necessity 
of suddenly sending down considerable amounts of gold to Scotland to sup- 
port their issues. 

Mr. Hopeson—In answer to that question, I would say that the incon- 
venience has not been from sending down gold to support the issues. There 
has been on two occasions (in 1847 and 1857) a sudden demand from the 
Scotch banks on their correspondents in London to send them down gold to 
support their existing issues, which were then severely threatened, It was 
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a question of crisis, and not of actually sending the gold to meet the 
periodical requirements of every sixmonths. - 

It was not for the purpose of enabling the Scotch banks on these occa- 
sions to increase their issues, but to put them in asafer position with regard 
to their general banking business ? ~Exactly. 

May we suppose that these remittances of gold were made not only to 
secure the convertibility of the notes they had out, but to assist them to 
meet the demands of their depositors !—Quite so. 

(To Mr. Palmer)—Do you think the establishment of branches of Scotch 
banksin London diminishes the necessity for this transmission !—Certainly 
not. The Scotch banks would then merely emp!oy there own instead of 
the London bankers who now correspond with them. So far as the Lon- 
don market is concerned, it would make no difference. 

What is your opinion in regard to the issue of notes smaller than £5 ?— 
I cannot think that any good purpose would be served by returning to the 
issue of £1 notes in the circulation of England and Wales. The gold coin 
circulating in the United Kingdom is estimated by good authority at not 
less than £117,000,000, of which the largest proportion by a very great 
degree must be circulating in England and Wales. If any important effect 
is to be produced, we must suppose £1 notes to be substituted to the extent 
of forty or fifty millions sterling, and the gold representing it transferred 
to the Bank of England. What the risk would be may be estimated by 
the number of forgeries in the last year before the £1 notes were called in, 
and therefore I think a return to the issue of £1 notes would be very 
unadvisable. I speak, of course, under correction, but I understand that 
there is a system of clearing in Scotland by which once a fortnight, or once 
every three weeks, these notes all pass through the different banks, and 
come under review much more rapidly than would be possible in the case of 
England, where a much larger surface has to be covered. Then the Scotch 
banks pay the forged notes I believe. 

Do you suppose a national system of issue could be worked under 
which smaller notes could be issued in Scotland than in England 1—A 
national system of currency for the British Isles could certainly be esta- 
blished without any difficulty, but inasmuch as £1 notes would have to 
be issued for use in Scotland and Ireland, these notes would only be legal 
tender in the country were issued, and therefore it would be necessary to 
have establishments for issue in Edinburgh and Dublin. 

Mr. Orr-Ewrne : It is quite a mistake to say that the Scotch banks pay 
these forged notes. 

Witness : I was speaking from my impression. 

Do you consider it would be an advantage that the provincial banks 
should give securities for their issues /—If from any cause the State finds 
it impracticable to establish a uniform currency for the United Kingdom, 
the next best plan is beyond question to require Government securities 
to be deposited for the authorised issues of private and joint-stock banks. 
In this case their convertibility would not only be an acknowledged obliga- 
tion, but insured by the State. 

You would suggest approved securities to the amount of the authorised 
issues of banks or to the amount of the actual issues from time to time? 
—That would be a matter of negotiation with the Government. 

Do you see any objection to allow banks to issue beyond the authorised 
amount against gold ?—No. 

But a simple provision that a certain bank of issue might issue £10,000 
(say), or as much more as it held in gold, would not bea sufficient security ? 
—Of course it would depend upon where the gold was. 
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Therefore, the same reason which induces you to think that the restric- 
tions should be kept upon the provincial banks of England, in order to 
induce them to give up their issues, induces you also to think that the 
restrictions should be kept up on the Scotch and Irish banks, in order to 
induce them to do what ?—I think all banks of issue should be confined to 
the localities where their privileges now exist. I think the spirit and 
intention of the Acts of 1844 and 1845 was certainly to prevent any 
banks of issue, except the Bank of England, from coming within sixty-five 
miles of London. 

It would be with a view to induce their ultimate surrender of their 
right of issue to the State? -I think it would be very advantageous that 
they should do so; but of course that is a question for the State to con- 
sider. 

Supposing it was considered right to maintain the restriction against 
the English banks of issue which prevents their having establishments 
in London, can you see any fairness or unfairness in the Scotch or Irish 
banks being allowed to have establishments in London without sur- 
rendering their issues /—I am supposed to be speaking as an officer of the 
Bank of England, and they, as the bankers of the Government, desire to 
abstain from expressing any opinion on that subject. 

Can you make any distinction between the position of the Scotch and 
Irish banks, ahd that of the Colonial, Indian, or other banks which have 
establishments in London?— The Indian establishments, who call them- 
selves bankers, but are not in reality so, are formed more for the purpose 
of carrying on mercantile and exchange business than banking business, and 
their position cannot be considered in any way analogous. I do not believe 
that any of them issue to any important extent; certainly not in India. 
The Oriental Bank has a small issue in Ceylon and Australia. 

Do you consider that the banks suffer materially in the conduct of their 
banking business from the restrictions imposed upon them, on account 
of their berate | this right of issue ?—No doubt, London being the great 
centre, it would be a great advantage to any bank having an extensive busi« 
ness to have an establishment in London. 

A certain proportion of the issues in Scotland and Ireland is authorised, 
but beyond that the banks have the right to issue as much as they please 
against gold. What is the system under which gold is now sent periodically ? 
—tThe transmission of gold from London to Edinburgh in the months of 
May and November as a basis of the increased issues required by the Scotch 
banks, is managed entirely by those establishments. The amount varies 
from £300,000 to £500,000. The effect upon the money market in ordinary 
times is quite imperceptible, and the amount is returned to us as regularly 
asit is taken from London, and frequently in the same boxes. But occasions 
might and do arise where the reserves of the Bank of England being low 
in consequetice of the adverse state of the Exchanges, the sudden with- 
drawal of half a million would then be of inconvenience, but would not be 
likely to have any important effect on the money market. 

Are you aware that it has sometimes been found, at moments of pressure, 
that there has been inconvenience which has resulted from the necessity 
of suddenly sending down considerable amounts of gold to Scotland to sup- 
port their issues. 

Mr. Hopason—In answer to that question, I would say that the incon- 
venience has not been from sending down gold to support theissues. There 
has been on two occasions (in 1847 and 1857) a sudden demand from the 
Scotch banks on their correspondents in London to send them down gold to 
support their existing issues, which were then severely threatened, It was 
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a question of crisis, and not of actually sending the gold to meet the 
periodical requirements ofevery six months. - 

It was not for the purpose of enabling the Scotch banks on these occa- 
sions to increase their issues, but to put them in asafer position with regard 
to their general banking business ? ~ Exactly. 

May we suppose that these remittances of gold were made not only to 
secure the convertibility of the notes they had out, but to assist them to 
meet the demands of their depositors /—Quite so. 

(To Mr. Palmer)—Do you think the establishment of branches of Scotch 
banksin London diminishes the necessity for this transmission !—Certainly 
not. The Scotch banks would then merely employ there own instead of 
the London bankers who now correspond with them. So far as the Lon- 
don market is concerned, it would make no difference, 

What is your opinion in regard to the issue of notes smaller than £5 7— 
T cannot think that any good purpose would be served by returning to the 
issue of £1 notes in the circulation of England and Wales. The gold coin 
circulating in the United Kingdom is estimated by good authority at not 
less than £117,000,000, of which the largest proportion by a very great 
degree must be circulating in England and Wales. If any important effect 
is to be produced, we must suppose £1 notes to be substituted to the extent 
of forty or fifty millions sterling, and the gold representing it transferred 
to the Bank of England. What the risk would be may be estimated by 
the number of forgeries in the last year before the £1 notes were called in, 
and therefore I think a return to the issue of £1 notes would be very 
unadvisable. I speak, of course, under correction, but I understand that 
there is a system of clearing in Scotland by which once a fortnight, or once 
every three weeks, these notes all pass through the different banks, and 
come under review much more rapidly than would be possible in the case of 
England, where a much larger surface has to be covered. Then the Scotch 
banks pay the forged notes I believe. 

Do you suppose a national system of issue could be worked under 
which smaller notes could be issued in Scotland than in England !—A 
national system of currency for the British Isles could certainly be esta- 
blished without any difficulty, but inasmuch as £1 notes would have to 
be issued for use in Scotland and Ireland, these notes would only be legal 
tender in the country were issued, and therefore it would be necessary to 
have establishments for issue in Edinburgh and Dublin. 

Mr. Orr-Ewrne: It is quite a mistake to say that the Scotch banks pay 
these forged notes. 

Witness : I was speaking from my impression. 

Do you consider it would be an advantage that the provincial banks 
should give securities for their issues /—If from any cause the State tinds 
it impracticable to establish a uniform currency for the United Kingdom, 
the next best plan is beyond question to require Government securities 
to be deposited for the authorised issues of private and joint-stock banks. 
In this case their convertibility would not only be an acknowledged obliga- 
tion, but insured by the State. 

You would suggest approved securities to the amount of the authorised 
issues of banks or to the amount of the actual issues from time to time? 
—That would be a matter of negotiation with the Government. 

Do you see any objection to allow banks to issue beyond the authorised 
amount against gold ?—No. 

But a simple provision that a certain bank of issue might issue £10,000 
(say), or as much more as it held in gold, would not bea sufficient security ? 
—QOEf course it would depend upon where the gold was. 
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Supposing a banker who had issued (say) £100,000 of notes inst 
£100,000 of gold were to fail, would not that £100,000 of gold be liable for 
his general debts? —Yes, it would be part of his assets, unless it was earmarked. 

Then a simple provision that’ a banker might issue any amount of notes 

inst gold al be no security for the issue? 

Sir J. Lutzocx: The amount of gold held by the Scotch banks is 
£4,100,000, against £90,000,000 of liabilities. Do you think that could 
under any circumstances be diminished in safety ?—Certainly not. 

Therefore, although technically, the Scotch banks have to hold gold 
against a certain part of their issue, still, as they would be obliged under any 
circumstances to hold the amount of gold which they do hold, practically 
that does not affect the course of their business ?—No, I suppose not, as 
the gold is not earmarked for their issues. 

I understand you to state that on the whole you were unfavourable to 
£1 notes ?—Yes. 

But you agree that they save a considerable amount of interest by 
enabling a country bank to dispense with gold toa great extent /—Certainly. 

But, on the whole, you consider the advantage of a gold circulation 
— than the saving of interest caused by the circulation of £1 notes ? 
—Yes. 

Do you consider it fair that England should not have a £1 note circula- 
tion, while Scotland is allowed to have it?—The English system is a 
sounder one, but the habits of the Scotch people are in favour of £1 notes. 
Thereforé, I do not think any alteration is desirable in Scotland. 

At the same time, as an abstract proposition, you would not consider 
it fair and just as between the two countries /—Exactly so. 

The non-issuing banks, in 1844 and 1845, acquiesced in the agreement 
then made, in the full belief that they knew the extent of the privileges 
granted to the banks of issue at that time ?—I conclude they did so. 

Do you think the non-issuing banks might complain of any increase of 
the privileges granted to the banks of issue, or (what comes to the same 
thing) of the removal of the restrictions imposed on them ?—Yes ; I think 
they might. 

Therefore, not only from the point of view of the general interest, but 
also from that of the desirability of keeping things equal between different 
classes of banks, you think it undesirable to re-open the settlement of the 
question which was made in 1844 and 1815 7—Certainly, in the direction of 
giving increased facilities to issuing banks. - : 

The Cuatrman: These are your private views /—Yes; they are my in- 
dividual opinions. I am not talking now as Deputy-Governor of the Bank. 

Sir J. Lussock: Do you consider the intention of Sir Robert Peel was 
that the exclusion of the metropolis and 65 miles around it should apply 
to the Scotch as well as to the English banks ?—That is my private opinion. 

You are a merchant as well as being Deputy-Governor of the Bank of 
England, are you not /—I am. ‘ : 

I presume that your pecuniary interests are in reality rather those of a 
merchant than those of a banker P—Yes. 

Have you heard any complaints at all as regards the mode of conducting 
the business of the English banks, that they decline to afford any reason- 
able facilities or convenience asked for by their customers ?—No; I have 
never heard of any. 

Then do you think that the English banks offer all reasonable facilities 
to the trade and commerce of the country 7/—Yes, I think so, as far as all 
proper and legitimate banking facilities go. 

I presume from the experience of your branches, several of which you 
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said were not remunerative, you would be of opinion that the country 
banks also do their business upon very reasonable terms for their custo- 
mers ?—So far as I am aware, that is so. 

That would be the tendency, would it not, of your experience of the 
branches of the Bank of England ?—Yes. 

Do you consider the fact that we have to pay a commission to the 
Scotch banks, whereas the Scotch banks can collect cheques through Eng- 
land free of charge, is a substantial grievance of which we have a right to 
complain: ?—I do. 

And it is a grievance tu the country bankers also, because they are in 
the same position as far as that goes /—Yes. 

Mr. Ork-Ewine: Does the Bank of England complain ? 

Mr. Hopeson: The Bank of England is not affected. It concerns the 
customers of the Bank of England, if it concerns anybody. 

Sir J. Lussock: It has been alleged that one reason which makes it 
desirable that the Scotch banks should come to London is, that they ought 
to have facilities for accepting drafts drawn by foreign and colonial b 
Do you think that it is a desirable kind of business for issuing banks to 
undertake ? 

Mr. Patmer: No; I don’t think is desirable that banks should be 
largely under acceptances for foreign correspondents. That is more mer- 
cantile than banking business. 

Mr. ANDERSON: You say you consider the great policy of the Acts of 
1844 and 1845 was to induce the country bankers to resign their privi- 
leges of issue to the Bank of England?—To resign them to the State 
practically. The profits made by the Bank of England are nothing but 
payments for the ordinary management of the issue on the part of the State. - 

And as regards that policy, the Bank Acts have been evidently a 
failure 1—No; I consider they have been very successful. 

You consider taking £1,500,000 out of £8,000,000 is a success? Have not 
the Acts been acomplete failure as regards inducing country banks to give 
up their issue? Not a complete failure; but they have not answered the 
expectations of Sir Robert Peel, certainly. 

‘They have come very far short of his intention /—You must take the facts 
as they are. 

What inducement do you hold out to country banks to give up their issue ? 
—1 per cent. on the authorised circulation. 

Is that for any term of years ?—It was originally for ten years, and it has 
gone on from year to year ever since. 

And will continue until the State puts an end to it by giving twelve months’ 
notice ?—That is so. 

That 1 per cent. has not been considered by the issuing banks as a sufficient 
inducement to induce them to give up their privilege?—That is what I 
suppose. 

Do you resign that 1 per cent. to the Exchequer ?—It is a payment which 
we make to the bank surrendering its issue, and which we charge to the 
Exchequer practically. 

Then what further payment in respect of thatdo you make? Besides the 

payment to the bank, you make a payment to the Exchequer also, do you 


not ?—The security yields 3 per cent.; the Exchequer takes 2, and we 
take 1. 


Oh, you deposit securities ? 

Mr. Hopason—Y ou will find it all in the Act of 1856, the continuing Act. 
the whole of the extra profits go to the State. We value them at 3 per 
cent., inclusive of the 1 per cent. paid to the bank as compensation. 

T 














258 Banks of Issue. 


Then it is not an object to the bank, which is glad to get this extra issue? 
—None whatever, as regards its peculiar interest. 

Under the present arrangement it isno benefit tothe Bank of England to 
increase its issues by absorbing the issues of other banks?—We have no 
pecuniary gain in absorbing these issues. 

You do not approve of the issue of £1 notes, but the only reason you gave 
was the fear of forgeries, and yeu stated that the proof of that was the 
number of forgeries in the last few years before the £1 notes were called in? 
— Yes. 

But is it nota fact that there were far more forgeries of £5 notes than 
there are now ? 

Mr. Patmer—I think not. In 1820 the £1 notes were,called in, and 
27,993 forged £1 notes were presented. 

What was the number of forged £5 notes at that date?—745. That 
number has been considerably diminishing since, or rather there have been 


changes. 

What is the last year you have /—1874. Twenty-seven forged £6 notes 
were presented in that year. 

Is it not fair to conclude that if you had gone on issuing £1 notes, there 
would have been a similar diminution in the number of forgeries ? 

Mr. Hopesoy—There was a great attempt at forgery about eleven years 
ago. The forgers succeeded in getting some of the genuine paper of the 
Bank of Scotland, and a large quantity of the genuine paper of the Bank 
of England. The gang was, however, completely broken up. We spent a 
large sum of money in breaking it up, and since 1864-5 forgery has been 
almost unknown, but it is beginning again, though not in this country. 

en What machinery do you adopt for finding out forged 
notes 

Mr. Hopeson : Our system has for many years been to make the note 
as simple as possible, to rely largely on the paper, which is very difficult to 
make ; and to obtain the most perfect uniformity. With that view we did 
away with the signature by the pen of our cashier, and now the signature is 
engraved onthe plate. Since then the note has been so uniform that our 
examiners can say if there is the slightest deficiency in any portion of the 
note, even inthe breadth of a line—At the present time I may say that 
no forged note would pass the examiners. 

But would there not be the same means of checking forged £1 notes — 
The number of notes in circulation would be enormously larger. It would 
be necessary to increase our staff of examiners. 

Mr. Patmer: There is one point you do not seem to consider, namely, 
the enormous expense of issuing £1 notes. 

Mr. Anprenson: Why should it be enormous ?—Because we should have 
to issue five notes instead of one. 

That is if you issue the £1 notes as you now do your £5 notes—regis- 
tering every number and issuing them only once ? 

Mr. Hopason : If we changed oursystem there would be no means of 
stopping bank-notes, and this is considered by the public to be a great 
advantage. 

Are you aware that forgeries of £1 notes are almost unknown in Scot- 
land and Ireland ?—I was not aware of it. 

Mr. Patmer: Having got a gold circulation, I don’t see why we should 
establish £1 notes in England and Wales. 

What are your objections to £1 notes ?—I do not see the advantage of 
them. 

Is there not an enormous economy in the matter of interest p—No; be- 
caus3 you must deposit gold for them. 
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What objection have you to increase the fiduciary issue >—Because 
that would impair the confidence in the note. I think the country would 
not be benefited by any increase of fiduciary issue. 

Do you charge persons for every light sovereign they’ send in to you ?—~ 
Yes; last year we weighed 23,100,000 sovereigns, and rejected 840,000. 

You paid the value for them under deduction /—Yes. 

What was the amount deducted for those 840,000 sovereigns ?—As a rule 
it is about 24d. or 3d. a sovereign. 

Suppose you send a box ofsovereigns to the country, when you get them 
back do you weigh them again /—Yes. 

Do they ever come back without a deduction ?—No; there is always a 
deduction. Sometimes a box comes back to us without having been 
opened, but still there is a deduction. 

Can you explain that?—The mere shaking of the sovereigns on the 
journey affects them. 

You send away a box of exactly-weighed gold to Scotland, and when it 
comes back without having been opened you are obliged to make a charge 
for light weight ?—That is so. 

Mr. Hopeson: Out ofa box of 5,000 sovereigns there will be a loss of 
2d. each on about eight coins. You must remember that if you put 
a sovereign in your pocket in the morning, it is not the same sovereign at 
night. lam told that the average of light coins is eight in a box of 5,000, 
and thecharge would be 16d. in £5,000. The Bank of England published 
statements give quite as much information as regards reserves and other 
matters as the public can reasonably expect. 

Mr. MutHotitanp: Do you know what is the circulation of country 
notes within the sixty-five miles’ radius. 

Mr. Patmer: We never see a country note in London, or within the 
rural districts adjacent ? 

Do you consider ita disadvantage in England that there should be a 
£1 note circulation in Scotland and Ireland ?—I do not think that it is. 

It is asissuing bankers, I suppose, that the restriction is put upon -you 
of publishing your accounts weekly /—The Act of Parliament requires us 
to do it. 

Do those accounts give all the information that ought to be given to 
the public ?—They give all the information that we are required to give. 
(Mr. Hodgson)—They give all information not only as to our issue depart- 
ment, which the public have a most undoubted right to have, but they also 
give information as to our banking department, their right to have which 
isa very doubtful thing. 

You consider then that you are giving the public more information than 
they are entitled to have ?—If you ask me theoretically, I say that the 
public get more information than they are entitled to have. If you ask 
me practically, I think it does a great deal of good that they should know 
everything. Iam no advocate for concealment of any kind. 

The question of the amount of the bank reserve is, of course, the most 
interesiing point in these tables; do you think that as much information 
is given under that head as the public ought to have !—I think, putting 
aside my liking for publicity, that too much information is given, and for 
this reason—there are many times when the bank reserve appears to be 
unduly depressed, when we know perfectly well that within four or five 
days it will be swelled by securities coming in, and by loans being paid off, 
and other things of which the public do not know, and they might therefore 
to some extent take fright by thinking that the bank reserve was very low ; 
but as a matter of fact they are beginning to understand that the statement 
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of the reserve gives a very inaccurate idea of the actual position of the 
bank, 

But is itnotthe fact that when it is a reserve from banker’s deposits 
it isa reserve that has been counted twice, first by the bank depositing it 
with you, and then by the Bank of England?—No ; I do not see it in that 
light at all. 

Do not the banks who deposit their balances with you calculate upon a 
certain percentage which they ought to keep as reserve relatively to their 
total liabilities ?—I cannot of course say what the bankers may calculate 
upon, but we know that they cannot work below a certain point. 

And yet if your reserve was altogether composed of bankers’ liabilities, 
that reserve that they looked upon as theirs to be ready for their wants when 
required would be really the reserve that you were keeping opposite your 
own wants, would it not ?—Not much more than the reserve which I keep 
at my private bankers, and with which I think I shall be able to pay my 
bills the day after to-morrow. 

-_ Orr Ewina: How many branches has the Bank of England 1— 
ine. 

You have closed some branches lately ?—Leicester was the last. That 
was about two years ago. Exeter was transferred to Plymouth, and 
Gloucester to Bristol. That is, we closed Exeterand opened Plymouth. 
‘ What is the distance between Exeter and Plymouth ?—About sixty miles, 

think. 

You do not mean to say you have not the ability to continue a bank at 
Exeter. Did it not pay ?—It was not paying, and the transfer was-more 
convenient to the Government. 

Your bank is not established entirely for the convenience of the Govern- 
ment ?—Very much. 

The provincial banks are able to give better terms than the Bank of 
England ?—They allow interest. 

ou do not allow interest even in the provinces ?—No. 

Notwithstanding that fact, you are in favour of abolishing the banking 
issues in England, and to establish a central bank of issue ?—I think it 
would be for the interest of the public. 

In what way ?—Simply because you have a note of convertibility, of 
which the public is assured, against issues of which there is no such assur- 
ance. There cannot be such security of the convertibility of the provincial 
note as of the Bank of England. 

But if the publicin the provinces were not satisfied with the issue which 
they receive as regards safety, would they not take your issue ?—That has 
nothing to do with the branches. A man could equally have the notes 
from London. : 

Do you mean to say that it is as convenient for me, being at Exeter, to 
write up to you, instead of getting the notes at Exeter ?—Very nearly. A 
great many of the banks of issue have Bank of England notes. 

Do you propose to havea central bank in Dublin and Edinburgh ?—I 


ro nothing. 
' You suggest, then ?—I did not suggest. 

The Cuarrman: I suggested it. 

Examination by Mr. Orr-Ewrine continued: You said it would be ne- 
cessary to have such central banks ’—If that system were adopted by the 
ee it would be necessary to have a ceutral issue at Edinburgh and 

in. 

Do you think it would be politic that such a system should be thrust on 
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Scotland and Ireland against the feeling of the nation?—I spoke as an 
individual, and not as the representative of the Bank of England. 

Mr. Hopason : I never spoke at all. My opinion is that it never would 
do to thrust any system on any nation. The Scotch people like their 
system, but I do not want them to bring it to England. 

Examination by Mr. Ewtne continued: According ‘o the Act of 1845 
the Scotch banks cannot issue a larger sum than t..e authorised issue 
a on gold; that was a privilege given to the Scotch banks in 1845 7— 

es. 


Are you aware that the Banks of Ireland had the privilege conferred upon 
them at the same time ?—Yes. 

Amounting to ?—About £6,000,000. 

And the Bank of England had the privilege granted to the same extent 
of £14,000,000, which is now £15,000,000?—Yes; but we only act as 
agents of the State. 

At all events, you had the privilege to the extent of £14,000,000, now 
£15,000,000 ?—The real profit of that, I consider, goes to the State. 

Only of the £1,000,000 ?—I beg your pardon. 

Mr. Hopason: The whole profit made by the Bank on its issue of 144 or 
15 millions amounts to £90,000 a-year. 

I understand you paid for the issue of the £14,000,000 about £120,000? 
—It is about £200,000. 

I want to know what is the privilege which the Bank of England has in 
the right of issue without gold ?—£90,000 is the profit to the Bank. 

What was the amount that the banks in the provinces were authorised to 
issue by the Act of 1844 7—£8,648,000. . 

You add £8,648,000 to the £14,000,000 ?—Now it is only £5,000,000. 

The Cuarrman: I think £6,240,000. 

Mr. Ewrne: Add £8,648,000 to the £14,000,000, and it amounts to 
£23,000,000. Does not that prove that the banks in England hada greater 
privilege conferred upon them by those Acts than the banks in Scotland, 
as regards issuing notes without gold ? 

Mr. Hopeson : Out of those £23,000,000, at least £15,000,000 are-secured. 

Mr. Ew1ne: I presume that the notes in Scotland are as secure as the 
Bank of England notes ? 

Mr. Hopeson: Ido not. Do not let me be misunderstood. What I 
mean is that no unsecured system of notes is equal to a secured one. You 
hold no security against those notes; the Bank of England givesa 
security to the public on every note she issues. Other banks give none. 

Mr. Ew1ne: Do you mean to say that the banks in Scotland have no 
security against their notes ? 

Hopeson: They have no security specially held. 

Mr. Ewrne: Have you not given evidence that you have no special 
security against your notes ? 

Mr. Hopason : I beg your pardon. é 

Mr. Ewine: Do you never use the gold as long as the note is out P 

Mr. Hopason: Never by any chance. We should be liable to a heavy 
penalty. Witb reference to my former statement, I wish to say that I 
should be quite willing to have any amount of £1 notes of Scotland. I 
should feel no anxiety about them. 

Mr. Ew1na: What do you pay to the Government for the use of the 
notes ? 

Mr. Hopason : Including the stamp duty, the amount is £200,000. 

Mr. Ew1ne: There is a profit ? 
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Mr. Hoveson : I have told you it is £180,000, including the expenses. 

Mr. Ewrnc: That is the profit to the State; but what is the profit to 
the Bank ? 

Mr. Hopason : £90,000 to £100,000 is the profit to the Bank. 

Mr. Ewr1ne: Do you mean to say it is only £100,000 for the profit of 
the £14,000,000 P 

Mr. Hopason : Exactly so, after everything has been paid. 

The Cuarrman: Perhaps you will be able to put in a statement ? 

Mr. Hopeson : Yes, I will put one in. 

Mr. Ewirna: You consider that the circulation of the Bank of England 
is safer than that of the Bank of Scotland ? 

Mr. Hopeson : I think it is absolutely safe. 

Examination of the Deputy-Governor by Mr. Ew1ne: Do you consider 
the granting of credits b eahuse a legitimate system of London banking ? 
—I think it is mercantile business more than banking business. 

Is it not the case that in London all the banks do accept bills from 
foreign houses ? 

Mr, Hopason: They issue credits not only to their regular customers, 
but to anybody who is introduced to them. You see the effect of that in 
what has taken place within the last six months. 

Mr. Ewr1ne: Do you mean the Scotch banks? 

Mr. Hopason : No, no, I mean the banks in London. It is not asound 
system, except to a limited extent. 

Sir J. Lussock: When you spoke of bank credits, you referred to 
foreign exchange banks, whose business it is to adopt the system ? 

Mr. Hopeson : Yes. . 

Mr. Ew1ne : But are you not aware that the London banks do accept 
to a large extent bills from foreign houses ? 

Mr. Hopason : I do not know to a large extent ; but they do it. 

Mr. Goscuen : All banks? 

Mr. Hovason : Some more and some less. I wish to state, and I am 
speaking from experience, that the branches of the Scotch banks are as 
well conducted as any banks in London. 

Mr. Ewina : Has the Bank of England any objection to Scotch banks 
having branches in London ? ’ 

The Deputy-Governor : The Bank of England can give no answer to that 
question. As the bankers of the Government we do not express any opinion. 

Mr. Ewr1ne: You will not oppose it in any way ? 

The Deputy-Governor : I must not say. 

The CuarrMan : That is not quite fair. 

Mr. Ewrna—You are not prepared to say you have no objection ? 

Mr, Hopasoy—At the Bank of England ? 

Mr. Ew1nc—Yes. 

Mr. Hopesoy—No. 

Mr. Ewrre—But as a private individual ? 

Mr. Hopeson—I have my opinion. 

Mr, Ew1xa—What is it? 

Mr. Hopeson—My own opinion is that I have no objection to it. 

Mr. Ewrne (to the Deputy-Governor)—Do you hold the same opinion ? 

The Deputy-Governor —As far as the London bankers are concerned, I 
think they have a grievance in the case. 

Mr. Hopason—There is a great difference of opinion. 

Examination of the Deputy-Governor continued by Mr. Ewrna--What 
is the amount of gold in circulation ?—About 117 millions, A very intelli- 
gent officer of the Bank of England estimated in 1858 that the amount was 
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90,000,000 sovereigns. As far as it was possible to make any computation 
in 1871, the same circulation was continued, and it was estimated that 
there were 107,000,000 in circulation, and since then the estimate is 
117,000,000, 

Are you aware that Mr. Palgrave, a witness before this Committee, esti- 
mated the amount at £115,000,000, including not only the gold in the 
Bank of England and all other banks, and is all that included in the 
£117,000,000 1—This estimate also includes the coin. 

By Mr. Camppeti-BanNeRMAN—If the legislation of 1844 and even 
previously was destined to give certain privileges on the part of the Bank 
of England, do you consider that these privileges existed at all in Scotland? 
—Not that I am aware of. 

If those restrictions prevent any provincial bank of issue coming to 
London that reason does not exist at all in the case of Scotch banks !—That 
is the whole question ; it is not so much the question of the privilege of the 
Bank of England as the Act of 1844. 

I am not asking the question with reference to the privilege of the Bank 
of England. Is there anything in connection with those privileges which 
is opposed to the Scotch banks coming to London. 

Mr. Hopeson—I am only in the box to give an opinion. 

Mr. CampsBELL-BANNERMAN—I do not ask anything in reference to policy. 

Mr. Hopeson—I think, if the Scotch were restricted as the English 
banks are, we should be opposed to any relief of the restriction, just as we 
do in the case of the English banks individually. I should like to see the 
whole of the issues under one head—namely, the State. 

By Mr. Kavanacu—I understand you to say that on the ground of 

ublic policy you would recommend the State to absorb all private issues ? 
i think it would be very desirable. 

Why do you think the private issues are not safe ?—Because they are not 
of the same convertible character. 

Notso easily changed ?—There is not the same security for other issues 
as there is of the Bank of England. 

Practically speaking, do you look upon them as unsafe?—I think the 
Bank of England note is much safer. 

You look upon them practically unsafe ? 

Mr. Hopeson—I do not look upon them as practically unsafe, but I 
look upon the Bank of England as absolutely safe. 

Mr. Kavanacu—You don’t think the public in general run any risk by 
the State allowing these issues ? 

Mr. Hopcson—There have been cases in which the public have run risks. 

Mr. KavanaGH: We have had it in evidence before us that Bank of 
England notes are not easily changed at some of your branches ?—I am 
sorry to answer your question by asking another. Is it not a rule that 
banks do not pay in gold for any notes except those which they themselves 
have issued ? 

Mr. KavanacH—I am sorry I cannot answer your question; I know 
nothing about it. 

Without some supplemental arrangement, I suppose it would be a matter 
- inconvenience for the Bank of Exgland to absorb the local note issues ? 

es. 

By Mr. BacxnovsE—I presume in dealing with the question of 
absorption, you would have in view the question of vested interests 7—That 
is a matter for the State and not for the Bank of England. 

Has not the holder of a local note the right to demand gold for it — 
Yes ; but the question is whether he will get it. 


’ 














264 Banks of Issue. 


He has a right to get it cashed at any other branches of that particular 
bank ?—I believe that is so. 

The £5 Bank of England note is a legal tender everywhere, is it not 7— 
Yes. 

Have you any means of ascertaining whether a demand is for a foreign 
drain or for English local purposes ?—Yes, we can always tell that. 

Does that affect the question of altering the rate of interest 7—No, we 

‘o by the state of the reserve; if the reserve is going out and we havea 
mand upon us, we know that our rate is too low, and we must put it up. 

Do you attribute the large proportion which your bullion hears to your 
total liabilities to the Act of 1844 ?—That is a large question to answer; I 
cannot tell how much it would be affected by the Act of 1844. 

Has the proportion of bullion held by the Bank of England varied much 
since 1844 ?—It has increased very largely indeed. 

I observe that in 1838 the proportion of bullion to total liabilities was 
33 per cent., and that in 1864 it was still 33 per cent. only ?—It may vary at 
different times, but as a rule there is no doubt that the Act of 1844 has 
induced a much larger amount of bullicn being kept in the Bank. 

The discoveries of gold, I suppose, have had effect in increasing the 
amount of bullion held ?—Certainly ; but I do not think that that has 
operated to a very great extent. 

To Mr. Hopeson—I think that you also stated something in favour of 
banks of issue giving securities for their issues; if the banks of issue in 
England arerequired by the State to give securities, and if those securities 
are ear-marked specially for their issues, should that or should it not, in 
aan apply to the Scotch and Irish banks also ?—I think that it 


In an early part of your evidence I think you stated that with regard to 
the facilities at the branches of the Bank of England, everything due to 
courtesy and for the convenience of customers is done, and, in fact, that 
any person known to the manager of the bank, although not a customer, 
would bave notes changed for him, and so forth, free of chargo; were you 
speaking then of your own knowledge of what is done at the branches of 
the Bank of England, in towns where there are such branches ?—That is 
the rule which is laid own; but it is of course very much in the 
discretion of the agent. : 

To Mr. Patmer—Should you be surprised if I stated that when 
I was a private banker, for 25 or 30 years, all banks of issue were refused 
the privilege of having a regular account in the branch of the Bank of 
England at Birmingham at all, or of changing a single £5 note of the 
Bank of England issued in London, merely because they were banks of 
isrue ?—You had no account with the branch, I suppore? - 

We were not permitted to have one. To Mr. Hopason : I presume, there- 
fore, that those facilities were given to all the public, except banks of issue ? 
—I was not aware that it was carried to that extent, but I should say that 
if it were so, and if it continues to be so, it is a very absurd regulation. It 
is done away with now, I believe; I know that at one time there was a sort 
of implied enmity between the Bank of England and private banks of 
issue, but to my mind it was always exceedingly absurd. 

With regard to the questions of the honourable member for Glasgow, 
as to the balances of London bankers, I presume that the Bank of England 
holds the cash reserves of all the London bankers ?—Yes. 

I notice by Table D before me, that in 1844 the balances of the London 
bankers were equal to about 10 per cent. of the total reserve of the Bank 
of England, whereas in 1866 they averaged 94 per cent. of that reserve, 
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and in 1872 they had as much as 62 per cent. I presume that it shows 
that the bankers’ balances are now probably larger than they were of old, 
in proportion to their business P—Yes, much larger. 

But I observe from the same table, that the Bank of England reserve 
is somewhat smaller in proportion to its liabilities than of old, because 
in the years 1846 to 1854 the’ average proportion of reserve to liabilities 
was 51 per cent., while in the-years 1864 to 1872 it was 42 per cent; I 
presume that the balances of London bankers are included in the Bank of 
England published returns amongst the private deposits, are they not ? 
—Yes. 

Is it, or is it not, the fact that the great increase of deposits that has 
taken place of late years is partly due to the larger balance which London 
bankers think it right to keep ?—It is partly, no doubt, due to that, but it 
is also partly due to the largely increased deposits of private indivi- 
duals. That great increase took place after the year 1857, and has never 
fallen off. 

I perceive by the same tables that there have been several times in 
which the reserve of the Bank of England has been even less than the 
total balances of the London banks which it had at the moment /—Yes, 
but I have tried to explain that, in my view, the bankers’ balances are the 
safest and easiest to deal with of any ; up to a certain point they must re- 
main there, and above a certain point they must be dealt with as being 
at call. 

I understood you to say that you considered that any downward fluctua- 
tion of the London bankers’ balances was only temporary }—Yes. 

Still the fact remains that the bank reserve has been several times less 
than the London bankers’ balances that it had to meet ?—Our reserve is 
less than our deposits, but our bankers’ deposits and our other customers’ 
deposits are very much of the same kind ; if any account grows up into a 
bloated state we know perfectly well that it will not remain in that state, 
and we look upon it as money to be held at call. 

Are not the balances of London bankers the main portion of the ulti- 
mate reserve upon which the bankers of the kingdom rely /—You must 
take it for granted that whenever the bankers’ reserves are so large as you 
have seen them lately, they owe the Bank of England a very large sum of 
money; they have made them so large by taking advauces for short 
periods from the Bank of England upon the security of consols. 

I presume that by that answer you mean that the Bank of England holds 
he power of making those bankers lessen their claims upon it }—If they 
essen it they lessen it in order to pay off what they owe to the Bank. 

Does not this system of making the Bank of England keep the reserves 
of other bankers so largely tend to concentrate the pressure upon one point, 

n time of panic, to a very considerable extent, and would it not tend to 
greater steadiness in the money market if we could, by any means, make 
he individdal bankers keep their own reserves, and not swell the reserves 
of the Bank of Englaid so much ?—Of course the issuing banks know their 
own business better than I can teach it them, but in one or two ics I 
think I have seen great disinclination on the part of bankers to diminish 
their reserve in the Bank of England, and a great desire rather to make 
new arrangements for raising money than to touch the sacred deposits in 
the Bank of England. 

There is no doubt that bankers like to make the Bank of England a con- 
venient centre for their reserves, but does not that tosome extent lead the 
public to have a somewhat undue idea of the reserve which is practically 
available for the Bank of England's own business, and does it not also con- 
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centrate into one focus the demand for money ?/—The Bank of England 
holds as it has held for many months, now, from 40 to 42 per cent. of its 
liabilities. I do not think it matters very much how its deposits ure dis- 
tributed. 

Mr. Goscuen—The Bank of England note is a legal tender every- 
where, so that even though the note may be issued by the Manchester 
branch, it is a legal tender to pay a hotel bill in Liverpool ?—Certainly. 

On the other hand, provincial notes are not a legal tender—that is to 
say, you cannot force them in payment of your hotel bill as a matter of 
right ?—No; nor can you settle large transactions with them. 

Would the Bank of England be prepared to take any number of notes 
from the private banks of issue ?—No; I should have to exercise my judg- 
ment, but in the case of a Bank of England note, it is not necessary to 
exercise any judgment at all. 

As a matter of policy, are the unsecured notes generally so practically 
safe that you would not think it advisable to strengthen thoir safety by 
a system of depositing securities for them ?—If I cannot get the provin- 
cial notes brought under the same arrangement as the Bank of England 
notes, then the best thing I can do is to get the notes of the provincial 
banks secured by approved securities, and ear-marked in such a way as may 
be possible. 

And although you are of opinion that the private issues are generally 
safe, you consider that it would be a proper line of policy on the part of 
the State to pursue /—Most decidedly ; the State has pursued a certain line 
of. policy towards the Bank of England which is absolutely safe, and I do 
not see why the same line should not be pursued towards those who are 
what I may call only comparatively safe. 

Would you make the notes of any private bankso secured legal tender ? 
—I should consider that after I had got them so secured. 

With regard to the deposit of gold for the extra issue of notes in Scot- 
land, do you consider that that is of value as it is conducted at present ? 
—Not much. 

Do you see any positive harm in it ?—No, I do not see any harm in 
it. I think that it causes a larger proportion of gold to the whole liabi- 
lities to be held than would be held without it, but I do not see that 
that is in any way a security for the notes that are issued. 

Is that delusive to any extent as giving rise to the phrase, that the 
bank notes are issued upon the security of gold ?—1 think it is. 

And so far as it is delusive is it not questionable ?—Yes, I think it is ; 
I think the same rule should be followed as we follow in the Bank of Eng- 
land, of ear-marking the gold. 

With regard to the Scotch issues upon gold, is not the phrase “ issued 
upon gold,” really a fallacious and delusive phrase /—You. must have the 
gold before you can issue the notes, but the gold does not remain attached 
to the notes in any way, and therefore, so far the notes are not issued 
on gold in the same way as the Bank of England notes are issued upon 
the gold in our vaults because, those two can never be separated; the 
notes and the gold must remain together. 

Mr. Orr Ewrna—The Scotch banks simply do what they are em- 

wered to do by Act of Parliament ?—Yes; but I think the Scotch 

ks ought to hold a great deal morc gold, but they area business people, 
and don’t like to see any gold lying idle. 

What have been the three great panics which have affected Scotland ?— 
There have been three great panics—one in 1847, one in 1857, and one in 
1866, the two former of which affected Scotland ; that of 1866 was, how- 























Banks of Issue. 267 


ever, essentially an English crisis. In 1847 and 1857 there was a very 
considerable demand for gold in Scotland. 

How much gold did you send to Scotland in 1857 1—It was some- 
thing like £1,500,000 in 1857 ; the amount in 1847 [ cannot recollect. 

Have you no document that will show it?—No; I do not walk 
about with those things in my pockets; the pressure of 1847 came in 
a different way; it came in a demand from the Western Bank of 
Scotland for help and assistance in discounting bills, and that assistance 
was given to it, and the Western Bank of Scotland went on. The most 
remarkable thing, as a matter of history, is that every bank that was 
helped by the Bank of England in 1847, both in England and in 
Scotland, came to the ground in 1857. 

Do you think that the banks in Scotland are not entitled to have 
the same privileges in relation to the Bank of England as banks in 
other portions of the Empire ?--No; I think you have no title to them 
at all; so far as regards banking, the Bill of 1845, which gave you 
great privileges, made you a foreign country. 

Supposing that we have securities in England which we dispose of 
and come to you in a legitimate way to get gold for them !—The only 
legitimate way in which you can come to us in a crisis is with bank notes 
in your hand, and then we will give you as much gold as you have in bank 
notes ; but in this case you could not dispose of these securities, and you 
came to the Bank of England, especially in 1857, and you brought 
masses of bills to discount. Those bills were discounted, the notes were 
taken out of our till, you trustto our issue department, you cancelled the 
notes and you took our sovereigns away to Scotland, and we were compelled 
to suspend the Act of 1844. Wecould have refused you, but supposing we 
had refused you ! 

If it had not been a good transaction for yourselves, you would not have 
dene it, would you!—That is your mistake. You came at the very 
moment when every body on all sides was driving, and your taking that 
gold from us broke our backs. 

Supposing that the banks in Scotland had wished for this money, could 
they not have come to you without those bills and got. gold /—No, they 
could not sell their consols. Consols were, tomy positive knowledge, un- 
saleable for notes, and it was notes that you wanted. You could have sold 
any amount of consols for the account 15 days off, but you could not sell 
consols for notes. That [assert positively. 

And at that time what the Bank of England had preserved under its 
system of banking was used in part to assist the Scotch banks, who had 
got no gold left under their system of banking /—That was the caze. 

But only the Western Bank of Scotland came to grief in Scotland /—I 
think there was one other bank, but it was the suspension of the Western 
Bank of Scotland which caused the suspension of the Act of 1844, because it 
is the last straw which breaks the camel's back, and the application for aid 
came at the end of a long strain. The Scotch came at the very moment when 
everybody was driving us on all sides, and we hated the very sight of 
th 


em. 
The Committee then adjourned until Thursday. 


Thursday, July 22nd. 
The Committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other members 
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present were—Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell- 
Bannerman, Mr. 8S. Cave, Mr. Orr Ewing, Mr. Goschen, Hon. E. F. 
Leverson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. Sampson Lloyd, Sir 
John Lubbock, Sir Graham Montgomery, Mr. Mundella, Mr. Norwood, ° 
Mr. W. Shaw, Mr. Torr, and Mr. Hussey Vivian. 

+ Mr. BAGEHOT, Director of Stuckey’s Banking Company, Somerset- 
shire, was called and examined by the chairman. 

You have turned your attention greatly to the subject of banking, and 
written various articles and also a book on the subject of great value. Are 
you also acquainted with the evidence which has been given before this 
Committee as to the present legal position of the Scotch banks in England, 
and have you any suggestion to make with regard to them ?—I cannot say 
that I have read the whole of the evidence given before this Committee, but 
I have read a great deal of it, and it appears to me to be very valuable ; and 
if I might offer a suggestion, what I would say is this. Mr. Fitzjames 
Stephen has given very strong evidence that the position of the Scotch 
banks in England is illegal; and if I understand him rightly, Sir Hen 
Thring to some extent agrees with him; supposing that to be so, the bi 
brought in by Mr. Goschen would be unnecessary. I would humbly sug- 
gest to this Committee, therefore, that they might ask the Government to 
have the case tried in some way. 

That is with regard to the legal position of the question. I should like 
to ask you also what your opinion is as to the policy of the question. Do 
you consider that it is desirable that there should be one single system of 
banking applied to the whole of the United Kingdom, or that there should 
be distinctions between the banking systems and the privileges given to 
bankers in different portions of the United Kingdom P—I should say cer- 
tainly that it would be desirable if we were starting de novo, that there 
should be one uniform system, and that all bankers should be put upon an 
equality. But I don’t know how far that would be possible in the present 
state of things. The Scotch system is so extremely different from any- 
thing that prevails in England, and so also the Irish, that it would require 
a revolution almost to reduce them to our level, or to raise us to the Scotch 
and Irish level. 

I suppose we may take for grauted that no system of banking was ever 
created in any country—unless it was introduced into some colony ready- 
made, so to speak—but that it has rather grown up by degrees; and that 
the development of any system in one cuuntry is likely to have been some- 
what different from what it might have been in other countries No 
doubt it all depends upon historical considerations. 

So that we may consider it is the case that in Scotland a system of 
banking has grown up which differs in some important particulars from 
the system in England, especially with regard to the principle of issue, 
and the extent to which paper money of small denomination isin demand ? 
—Of course; it not only has grown up differently naturally, but it has 
also grown up under a different law from the beginning. The English 
system was, I venture to say, almost spoiled for the benefit of the Bank of 
England—or rather, I would say, the supposed benefit of the Bank of 
England. The law did not give the Bank of England a monopoly of issue, 
which was a thing that might be defended upon principle, but it gave them 
a partial monopoly. The law said that no combination of persons of more 
than six should issue notes, allowing less than six todo so. That law did 
not extend to Scotland. 

If you were attempting now to apply one system to the whole of the 
country, do you think the Scotch system would be one that would work ? 
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—If you ask me whether the Scotch system would be applicable to Eng- 
land universally, I would answer that question by seeing how it would be 
applied to the Bank of England, which holds the cash reserves of the whole 
of the banks of the country. I should think that there it would introduce 
some very dangerous results; and I[ should therefore contend that the 
Scotch system was not applicable to the country universally. 

With regard to questions which are purely banking questions, such as the 
rate of interest to be given, or whether intcrest should be allowed upon 
running accounts, and so forth, these are matters with which this Com- 
mittee have nothing todo. We have to consider rather the bearing of the 
restrictions imposed upon banks in consideration of their having privileges 
of issue. Now, what I should like to ask you would be this: Do you think 
that it would be right to put all banks throughout the United Kingdom on 
the same footing with regard to the privilege of issue?—There are some 
banks which have a privilege of issue, and there are others which have not, 
and I am not aware that any harm is done, though I quite admit that if 
we were starting de novo, no one would think of establishing differences 
between one bank and another. 

Then if were to act upon the principle of gar everything that is not 
doing harm alone, do you conceive that there would be any cause for inter- 
ference with the legal position of the Scotch banks, whatever their position 
may be in respect of their right of coming to England ?—With respect to 
the banks in the North of England, it does appear to me to be rather a 
hard case, the Scotch banks having acquired (in the way which has been 
explained to this Committee at great length) an extreme power. There are 
fewer banks now in Scotland than there were in 1845. 

We were starting with the proposition that if that which exists is not 
doing harm, it had better not be interfered with, and I want to know what 
is the harm which the Scotch banks are dving, or might do, which should 
cause them to be interfered with ?—There would be a certain amount of 
harm done to the banks in the North of England, which are now carrying 
on a prosperous business, by the invasion of banks fostered by the State. 

What I wish is to have a clear distinction between any harm that might 
be done to particular institutions or establishments by a competition which 
they would be exposed to under circumstances that would be disadvan. 
tageous to them, and any harm that might be done to the nation in a 
national sense. Do you consider that any harm would be done to the nation 
in a national sense in permitting the Scotch banks to exercise their privi- 
leges where they can in England ?—I think the law is bound not only to 
look to the consumer, but also to the producer, and see that no enormous 
benefit is given by law to asingle producer. I think the law should be 
substantially equalised, so that there would be really no effective difference 
between them. 

Would you apply that to English banks, and say that the law should not 
make a distinction between one provincial bank and another ?—It does not 
appear to me thatthe amount of difference between the provincial banks is 
such as to justify the interference of Parliament, but it certainly does appear 
in Cumberland that the invasion of Scotch banks there would produce 

¢ harm, the Scotch banks having greater privileges than the Cumber- 

d banks have. However, of that the committee are much more able to 
judge than I am. 

What distinction do you lay down between the advantages which the 
Clydesdale Bank, say, has over t!:e Cumberland Union Bank, or Stuckey’s 
Bank, with the right of issue, has over the neighbouring joint-stock bank 
which has not an issue /—It is a question of degree. 
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Evidence has been given to the effect that the system of banking in 
Scotland is very much more advantageous to the public than the system of 
banking in England. What have you to say on that point ?—I think the 
inference drawn by Mr. Gairdner, that if the Scotch system were introduced 
into England, the people of provincial England would gain about a million, 
is quite a fallacious inference, because the test of cash deposits does not 
apply to banks of discount; and my own notion is that if the Scotch banks 
came over into England, and came down into the north, which is a great 
employing district, they would be obliged to re-discount. 

Turning from the question of Scotch banking to the question of English 
banking, do you consider that the restrictions now put upon English banks 
in respect to their right of issue are advantageous or Ssntietiegnn as 
a whole ?—It is not such as anybody would propose to establish for the first 
time, but I don’t think it does any harm to the community; and as com- 
pared with the total abolition of the provincial issue, 1 should think it was 
better to let it remain as it is. 

You would not think it desirable either to take away the right of issue 
from those banks which now have it, or to extend the right of issue to 
those banks which have it not ?—As a political economist, I should be 
rather in favour of extending it, upon security, to all banks. In theory, 
what I should lay down would be this: that you ought, with respect to a 
note like the Bank of England note which the government makes legal 
tender, to take the utmost care that it should be convertible instantaneously, 
and with absolute certainty. Unless that is done, the whole exchange busi- 
ness of the country will be destroyed. It is absolutely necessary that if a 
man draws a bill in England for £5,000, he shall know what he would get 
for the £5,000, that he shall not be put off with any paper, but that he 
shall know that he can get 5,000 sovereigns quite certainly without a 
fraction of difference. If there is the slightest difference between the legal 
tender and the sovereign, he cannot, of course, be so sure. But with respect 
to anything which is not legal tender, I myself think, as a political econo- 
mist, that it would be quite sufficient if something like the system which 
prevails in America were adopted, and if banks were, allowed to deposit 
stock, and possibly a proportion of coin or bullion as a security for their 
issues. Supposing that the question was open to theoretical discussion, i 
should propose that. 

You would give them an unlimited right of issue upon the deposit of 
ample securities —Yes. 

You would think it a misfortune if the provincial issues were altogether 
absorbed into a national system of issue /—I should think so. I am pre- 
pared to show, I think, that the banks at present do a certain work which 
will not be done if they are abolished, and that the public will be put toa 
certain amount of inconvenience. I am not prepared to say of ruinous 
inconvenience to the whole nation, but to a great amount of inconvenience 
to small persons. 

Will you explainin what way you think that it would be an incon- 
venience /—I do not know that I can do that better than by summarising 
a paper which I drew up for Mr, Seebohm in answer to some inquiries 
which he made of me as to our practice in Somersetshire. I should say 
that the business which I am going to speak of must not be hardly judged 
because it is minute; its minuteness is exactly what constitutes its import- 
ance, because those minute transactions are very numerous, and because 
they affect very small persons, The modesin which the country issues 
are of use to the public in Somersetshire are these: there are a very large 
number of dairy-men and other small holders of land who sell their produce 
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to deaiers in London, and in the large towns; they are paid by cheques 
on those towas, for which the country banker gives his own notes to 
them without charge. If you abolished the country bank note circulation, 
all that would be taxed; all that petty dealing would immediately be 
subject to a kind of impost ; and supposing that the Bank of Evgland were 
to attempt to do that sort of business, they would have to establish 
banks all over the country todo it. Then again, there is a still poorer 
class of people who deal in willows and osiers in the poorest parts of the 
county; and sell the produce of their labour to “withy merchants” 
as we call them; they receive the cheque of the “ withy merchant,” who 
lives, perhaps at a distance, we cash that cheque without the slightest 
charge, and they take home our own notes. It is in that way that the 
notes are issued. But we should, of course, not do that without a con- 
siderable charge, supposing that the issue was taken away from us, Small 
farmers, stock dealers, and butchers, and all those kind of people, in a 
way which it is impossible completely to understand unless you stand by 
a bank counter, receive facilities of a small kind. 

Why could you not give those same facilities if you had not the right of 
issue 7—We should have no motive. The motive from which we do it, is 
to obtain the circulation of the district ; we wish to issue our own notes, 
we wish that our notes should be the money of the district; therefore, it 
pays us to issue the notes, say to a small farmer, because he will keep those 
notes, which will be a source of profit to us. But if we had to find Bank 
of England notes for it, of course we should charge him a considerable sum. 

Supposing that your right of issue was bought up, and that you had 
recived compensation for it, should you from that time cease to give the 
facilities which you now give?—Of course that might depend upon the 
amount of compensation. If Parliament took this into the account, and 
gave us liberal terms, on the understanding that we should not cease to 
afford this accommodation, then of course we should not cease to do it, but 
if Parliament, without consideration of the interests of the public, bought 
it up, of course we must cease to do it. 

Do you suppose that those parts of the country where there are no banks 
of issue, have not that facility 7—Yes, I am quite certain that they have not, 
in the same degree. I think that is a matter of reason, because a banker 
has a great object in securing the circulation of his district. If you will 
allow me, I should like to give an instance that occurred in Somersetshire 
the other day. There is a small town called Wedmore, which is in the 
middle of Somersetshire, in the marshes. We wished to secure the circu. 
lation of that part of the country and we opened an agency there, and we 
afford facilities to the public. It would not have been worth our while to 
open that agency from any other motive than to secure the circulation of 
that district, nor would it have been worth anybody else’s while to do it 
except with that object. ; 

Do you think that bankers would be willing to deposit securities to the 
full extent of their issues }—That isa question that I should hardly like to 
answer. I think that a great many would not, and a great many would. 
My impression is that the larger ones would, and that the smaller ones 
would not, but of course that is merely an impression. 

Do you suppose that the smaller ones would prefer to surrender their 
issues rather than to deposit securities for them ?—I should think that they 
would be unwilling to give security, but that is merely my impression. 

Upon what grounds; upon the ground of expense?—They would 
think that it would not be worth their while. The expense would be very 
considerable to a bank witha small issue. If you deposit securities, the 
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profit is at once diminished. I believe the Scotch witnesses have given 
evidence to the effect that the benefit of circulation arises not only 
from that which is issued, but from that which lies in the till- unissued. 

Suppose the State were to say— We will require all bankers issuing 
notes to deposit ample securities for the amount of notes which they issue, 
and we will allow bankers who choose to comply with that condition to 
issue as they please, and we will take off all restrictions as to their coming 
to London, or as to the amalgamation of banks or any other restrictions,” 
what ground of complaint do you think anybody could have among the 
bankers ?—I do not think there would be any ground of complaint on the 
part of any banker. 

On that hypothesis, a certain number of bankers who now have a mono- 
poly of issue would lose that monopoly, because it would be given to other 
persons, and they would exercise the right which is now given them, free 
of any obligation to deposit securities. Subject to the necessity of depositing 
securities, do you think that those bankers would have any ground which 
could be recognised to object to such a proposal, if it should be thought 
nationally desirable /—It does not appear to me individually that they 
would have, but I think many of the smaller bankers would think they 
had. It appears to me that it would be asystem which would work well for 
the public, and one of which no individual could complain. I should say 
that it would require great care in the introduction of it, because you would 
have to consider to what extent the private issues would be substituted for 
the Bank of England note, and there are many considerations of practice 
that would require infinite caution. 

I am at present wishing to ask you as speaking with some knowledge of 
the feelings of the provincial bankers having this privilege, how they would 
regard such a measure; do you consider that they would be entitled to'any 
compensation for such a step as that which deprived them of a monopoly, 
and required them to give securities for their issues !—Individually I do 
not think that they would be entitled to any compensation for the loss of 
the monopoly. . 

Could they be entitled to any compensation for being called upon to give 
security for their issues oe for myself, I should say not; but I 
think they might be of a different opinion. 

Now let us put the case. Supposing that the State, instead of thinking 
it desirable to give to all country bankers the right of issue upon securities, 
were to decide upon absorbing all the country issues, and taking them into 
a single system of State issue, do you think that then the bankers would 
have any right to complain, or to claim compensation 7—Yes; certainly I 
think so, because they would lose a source of profit which they were 
encouraged by the common law and by statute to acquire and in which 
capital has been invested. Take the case of Stuckey’s Bank for example ; 
for more than a. hundred years capital has been invested, and establish- 
ments erected, with a view of acquiring the circulation of Somersetshire ; 
I am prepared to show that the whole banking system of Somersetshire 
has been based upon it, andsimilarly the banking system of England in 
other districts, and the public has been benefited in this way; therefore it 
would be hardly in accordance with justice or with the ordinary spirit of 
English legislation to take from us the right of issue without compensation. 

Can you state in what way the provincial issues in this country have 
affected the English money market?—I should make rather a strong 
reply to that question ; I should say that they almost created the English 
money market in pasttimes. If the committee will observe they will see 
that in no continental country is there anything like the system of banking 











Banks of Issue: 273 


which prevails in England, Abroad there are hardly any cheques on 
banks, or anrning of that kind, nor has any foreign country a monetary 
centre at all in the same way that England hasin London. The coun- 
try money is not brought to the capital at all in the same way abroad as it 
is here. For example, the country deposits in the Bank of France are 
very little over £1,000,000 sterling; if you compare that with the 
amount of English country money that comes to London you will at once see 
the great difference. That difference has really been produced by the 
country issues in England and Scotland, because during the last 100 years 
they have grown over the provincial parts of the country and established 
small banks, or rather small issuing establishments, because they were not 
banks in the present sense: it was a very long time before any deposits 
of any magnitude were acquired. JI do not know whether the Scotch 
witnesses have drawn the attention of the committee to a very curious 
body of statistics published by the Bank of Dundee. This gives their 
accounts from the year 1764 to the year 1864, and shows that for nearly 30 
years after their establishment they had no deposits at all; they were a 
mere bank of circulation ; in that way they established idinasl vee, and 
gradually the deposit system was introduced. So it was in Somerset- 
shire and all over England, and if the Committee will consider, 
that is the only way in. which a deposit system can easily be in- 
troduced, because, if, for instance, a bank, like the National Provincial 
Bank, were to go and put itself down in any small town in France 
at this moment, it would find that it would not be trusted at all; 
no one would come near it, or bring it any money. The easiest way 
to develope credit is to issue notes; then those notes get about into the 
hands of the public, and the people gradually find, having those notes, 
that they are trusting the bank, and that they will run no further risk if 
they bring them tothe bank. The system of deposits gradually grows out 
of a note issue, because there is no increase of confidence required. It isin 
that way that at first the note issuers created the system of deposit banking, 
and that the system of deposit banking created that wocderful superfiuity 
of money which we havein London. Therefore, I should say that in past 
times the country issuer was the vital element in our banking system, 
although he is so small an element now. 

What is the effect of a panic upon the country banks, and is it different 
in the case of banks of issue and banks of non-issue ?—I should say that it 
was substantially the same in the case of banks of issue and banks of non- 
issue, that is to say, that we all come to London for money. It is a system 
which has grown up, and which I do not know to be theoretically defensible, 
that the Bank of England hold the reserve for the whole country. I should 
be sorry to have to argue that that was a system which ought to be estab- 
lished, but there it is ; and that being so, both banks of issue and non- 
issue, for instance, in the event of the failure of Overend, Gurney and 
Company, raised money on securities, and took it down ipto the country. 
The issuing banks are more numerous, and to that extent probably they 
may produce a greater effect; but liability for liability, I av not know that 
there is any great difference. 

Do you consider that a bank of issue runs greater risk ina time of panic 
in consequence of its having notes out /—Hardly at all, I think. Of course 
the issue is one of the liabilities of the bank, and a serious liability. It wili 
be determined by circumstances. I should say, however, that as a rule, it 
would not run greater risk. 

When the banks bring money from London to strengthen themselves, in 
time of panic, is it specially with reference to their general liabilities ? 
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—It is with reference to their general liabilities,I think. In the event 
of such a failure as that of Overend, Gurney and Company, everybody would 
take money into the country, even if there were no country issues. 

If the country banks no right of issue, would there not be less 
pressure upon the Bank of England in time of panic?—Of course there 
would be less liability to that extent; but referring to the evidence 
given by Mr. Palgrave, I think he laid before the Committee a table 
showing that at present the authorised issues of a certain number of 
banks, which were the principal ones, were only 4 per cent. of their 
deposits. Supposing the liability to be so small as that, it does not 
appear to me that it would make very much difference, though, if you 
abolished the note circulation, of course the pressure{would be somewhat less. 

If the note circulation were specially secured, would not that greatly 
diminish the pressure ?—It would obviate it entirely, I should say. 

Do you think that if there were a system under which the local banks 
could increase their issues as much as they pleased, by depositing securities 
to an equivalent amount, it would have the effect of mitigating panics ?— 
To some extent, probably it would, but panic is so unreasonable a thing, 
that I do not know whether it would. 

The notes, though issued against securities, must, I suppose, be payable 
on demand ?—Certainly. 

Then a bank must take the precaution to hold a sufficient number of 
Bank of England notes or sovereigns to protect its notes /—Yes, it must 
have enough in its till for all purposes. 

In addition to the securities which it would have deposited ?/—That is so. 

Therefore, under any circumstances which caused a pressure for gold, 
there would be the same difficulty in maintaining a sufficient reserve to pro- 
tect the notes as there is at present ?—Of course, if the notes were secured, 
it is not reasonable to suppose that there would be any great run on the 
part of the note-holders for gold. It is possible some ignorant persons 

ight still do it, but only a few. 

ut if the effect of its being known that the notes were secured was to 
diminish greatly the tendency of persons holding notes to present them for 
gold, would it not be in the power of the country banks when they antici- 
pated a scarcity of money, to deposit more securities and issue more notes, 
so as to meet the probable increased demand for notes consequent on the 
searcity of gold?—TI do not think it likely that the note circulation would 
be much increased in that way. 

Supposing bank-notes were brought down to lower denominations, they 
would of course displace gold; do you think that would be a national 
advantage or disadvantage !—I think, unless they were fully secured, the 
issue of lower denominations would be very mischievous. - 

You doubt whether the issue of such notes would be useful, but in what 
way would it be dangerous ?—I do not think it would be dangerous in any 
way, but any change in the currency of the country ought to be proceeded 
with cautiously. 

Mr. AnpERson: You are acquainted, I presume, with the system of the 
London Clearing House /—I am generally acquainted with it. “i 

The object of that is to prevent the necessity of keeping “till-money” to 
a large extent 1—Yes. 

So the London bankers keep less “till money” for the same amount of 
business than country bankers do ?—Yes, no doubt. 

You think the law ought to be substantially equal between different classes 
of banks, and you consider it rather a hardship that Scotch banks should 
come into Cumberland?—The small country bankers seem to entertain 4 
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ate} the large Scotch banks establishing branches in the north of 
ngland. 

Is not that mere prejudice ?—The country bankers are very much afraid 
of the Scotch banks, which are very large and powerful.’ I do not think it 
an unreasonable thing that the small country bankers should be afraid of 
their competition. 

But they are not afraid of English issuing banks. Would it not be better 
to make all substantially equal?—Then you must either level overybody 
down or level everybody up. 

And which do you think would be the best ?—I think you might have a 
system of subsidiary issue, so that every body might be equal. 

Your opinion is rather in favour of extending the right of issue to any 
banker who will deposit Government securities /—Yes. 

And in extending that right of issue, would you have any dread of includ- 
ing small notes?—No; but I would do it gradually and cautiously. You 
ought to take care that a large amount of gold is not suddenly thrown upon 
the market, or a large number of Bank of England notes suddenly dis- 


But it would be optional as regards the public; they would not be bound 
to take £1 notes unless they liked them better than gold ?—That is so, no 
doubt. 

Then you are afraid the people would be so delighted with them that 
they would rush to them too quickly ?--I think they ought to be introduced 

ually. 
ov ould it not be sufficiently cautious to give people the option to take 
them or not as they liked ?—Well I think that is a matter to be carefully 
considered, but I am not at present prepared to say that it would be 
sufficient. 

Would you be afraid to go lower than £1 ?—You must stop somewhere, 
I suppose. In the colonies notes are a good deal lower ; there is a great 
controversy upon the subject.. 

Are you not aware that.in America they go down to 10 cents, and are 
found. of great convenience there /—Yes; but that, as you are aware, is 
under a system of inconvertible issue. 

Mr. Batrour: You think it a sufficient security for any note issue, for 
the bank to deposit securities /—Yes ; in the case of notes which would nut 
be legal tender. 

Do you think any increase of note circulation, such as would take place 
by an extension of the privilege of issue, would affect the money market if 
it took place suddenly ‘—Yes; I should not like to say that it would not. 
All sudden changes are liable to suspicion. 

Still notes and gold form so small a part of the means by which exchanges 
are at mt effected, that I should think that an increase of circulation 
would have very little effect You might have a great deal of gold or 
Bank of England notes suddenly sent back into the banking reserve, which 
would very largely affect the banking reserve, and in that way produce an 
effect upon the money market, which would be a subject for consideration. 
, You expressed alarm just now because the Bank of Engiand keeys all 
other bank reserves ?—I did not express alarm, but I say the system is a 
very peculiar one certainly. It throws on the Directors of the Bank of 
England a very heavy responsibility. Anyone whv holds that banking 
reserve, must hold it against the liabilities of the war 

It was given in evidence by the Directors of the of that 
the banker’s deposits were those upon which they could most securely rely ; 
and that in time of panic instead of decreasing they invariably augmented } 
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—They no doubi do augment. I do not know what the Bank Directors may 
have said here, but I have heard bank directors say that it is because the 
i business of London does not go on in its usual way. For instance, 
the London and Westminster Bank said in 1857 that they held, I think, 
£5,000,000 of bills on deposit or re-discounted for bill brokers ; in the panic 
they did not ask the bill brokersto find the money, but they allowed those 
bills to become due; they did not deposit the money with the brokers, but 
ut the money in the Bank of England. That would make £5,000,000 of 
bills, we will say, deducted from the money market. In this way those 
£5,000,000 of bills were practically re-discounted by the Bank of England. 
So that there is thrown by bankers upon the Bank of England under the 
present system, a burden which I certainly should not, as a political 
economist, wish to see thrown upon it, if you could alter the system in any 


way. 

Wil you explain what you mean by those bills being re-discounted by 
the Bank of England?—I mean that supposing the London and West- 
minster Bank allowed its bills to run into cash, those bills must be paid in 
some way, and they can only be paid by the discount of other bills, because 
there is no fresh money coming into the market. Those bills in time of 

ic can only be discounted at the Bank of England, and therefore the 
ers’s deposits were really, when the matter is searched into, dis- 
counted by a loan from the bank in that case; and it is the same in other 


But the bank is not obliged to discount those bills ?—Part of our system 
in England is that in time of panic there is no real discounter of new bills, 
except the Bank of England. The Bank of England holds the sole banking 

reserve of the country, and any one who holds that banking reserve must 
hold it against the liabilities of the country, the liabilities which it is held 
to meet. Supposing that the reserve was held by many banks, it would be 
absolutely necessary that they should lend in a panic in the same way as 
it is practically absolutely necessary that the Bank of England should lend. 
When you say it is optional, of course they are not legally compellable to 
do it, but it is part of the business they have undertaken and the world will 
~ they do not do it. 
ut still the position of the bank will be secure ?—I think that in case 
of refusal very probably the Bank itself would come down, because every 
other bank would come down, and the Bank of England could not stand 
alone, nor perhaps would the other bankers leave it standing alone, 

When the Directors of the Bank of England said that they were quite 
certain of keeping the balances of the other bankers up to the old level, 
that is only done by their taking the liabilities of the other bankers upon 

ves, is that not so?—If the Bank of England were to stop discount- 
ing, the banker’s balances would very likely be withdrawn. 

It all depends upon that, does it not !—If you can conceive the case of 
the Bank of England not discounting in a panic, then I think that the 
bankers would no doubt withdraw their balances; but I should be sorry 
to conceive such a case. 

If the Scotch banks had their right of issue withdrawn, they would still 
be formidable competitors with the English banks, I suppose /—Well, 
they would not be open to the same objection. 

Mr. MunpEtta—Do you consider that the uses of issues have been ex- 
hausted? Do you think we have sufficiently developed the use of note 
issues in England, as compared with Scotland /—I think it would be pos- 
sible to obtain more for England. Every day’s experience of the 

money market increases the apprehensions of some persons that too high 








Banks of Issue. 277 


a rate of interest is given for money, and that the reserve which we keep is 
in consequence unduly diminished. 

Don’t you think the Scotch system has developed thrift ?—I would not 
speak disrespectfully of the Scotch system of banking, which is one of the 
best the world ever saw. If you ask me about the Scotch character, I 
would say it is very much the same as it was before this system began. 

Do you think the exclusion of the Scotch hanks from London would be 
to the advantage of the English money market or not /—I do not think it 
would produce any effect at all on the general money market. 

Do youthink that it is any great disadvantage to the English banker 
that the Scotch banks should come to England ?—I think that the Cumber- 

_ land banker, just over the Border, may have reason to complain that he 
was placed in contact, at Carlisle, with competitors of State creation who 
were too strong for him; but 1 confess that I am dubious whether any one 
else has any very great ground of complaint. 

You think that the London banker has really no reasonable ground to 
complain ?—I am surprised at the interest which the London bankers take 
in the matter. I should certainly have thought that the Scotch banker 
would never produce much effect here. 

The only person aggrieved, you think, is the banker on the Border ?— 
The person principally aggrieved is the banker on the Border. 

Mr. Leveson-GowER—I assume from your evidence that you disapprove 
of the monopoly of issue established in Scotland in 1844 ?—I said I thought 
the Act of 1845 was not capable of much defence. I do not know, how- 
ever, whether that is the subject-matter of the present inquiry. I think 
the Act of 1844 did a vast deal of good to this country, but as regards the 
Act of 1845 in Scotland, Ihave very great doubts whether it has ever done 
any great good, and if you have to explain it to a cultivated American, or 
any person of that sort, it is one of the most difficult things to make him 
understand that can be conceived. I have several times had to do it, and 
Ihave found that the American thought I must be talking to him of a law 
which could not exist, it was so incomprehensible. 

I merely meant with regard to limiting the monopoly of issue which 
was established in 1845 in Scotland ; I suppose you would think that that 
was undesirable ?—I think that it is theoretically undesirable certainly. 

Mr. BacxnousE—Do you think the public would get any advantage 
from such banks coming to England ?—I have not said that they would. 

With regard to the distinction between banks of issue and non-issue, is 
it not a fact that all banks established before 1844 might have had the right 
of issue if they had liked, and that all banks which have been established 
since that have been established with the knowledge that they could 
not acquire the right of issue 7—Quite so. 

With regard to a question which was asked on Monday of the Directors 
of the Bank of England, in reference to the pressure oi banks of issue in 
time of panic upon the Bank of England, in your opinion, is there any 
appreciable difference in the amount of money which the banks of issue 
draw from London in consequence of their being banks of issue; is it not 
taken that the amounts drawn are drawn equally by all country banks in 
order to protect their deposits and their general liabilities /—I should ‘say 
that it was only one of their liabilities. I do not think that they draw 
more money as against their note issue than they do as against the deposit 
liabilities. 

With regard to banks giving security, there would be some difficulty 
in arranging an equitable mode of giving security for their notes would 
there not, inasmuch as, in addition to giving a large amount of security for 
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the authorised circulation, those banks would have virtually to keep a large 
amount of cash in order to make those notes convertible at any time ?—It 
would no doubt very considerably diminish the advantage of issue. 

Three banks have been named as having made special pressure on the 
Bank of England in the panic of 1857. Were any of those three banks of 
issue ?—They were the Western Bank of Scotland, the Northumberland 
District Bank, and one of the Liverpool banks. I believe they were not 
banks of issue. 

With regard to one issue of notes by the State, would not some difficulty 
arise in respect of the convenient exchange of notes for gold in places where 
there were no branches or arrangements for the cashing of the State notes ? 
Would not a difficulty arise in exchanging those notes in order to get smaller 
coin for wages ?—No doubt bankers would charge for changing the State - 
notes. 


Whereas at the present time the convenience of a local note issue is that 
persons can accumulate a number of notes and get gold and silver at the 
issuing bank in order to pay workmen’s wages !/—Yes. 

Do you think that the reserves in the country have generally increased 
in proportion to the liabilities on demand, which have increased enormously 
in the last thirty or forty years /—I am afraid that the tendency of the 
country is increasingly to trade on a smaller and smaller reserve. 

In your opinion, is one cause of the variation in the rates of interest the 
fact that the money is more closely employed than it used formerly to be ?— 
Yes, the delicacy of the money market, as I should express it, is consequent 
upon the small amount unemployed. 

I gather from your answer that the tendency of recent years has been to 
allow a rather higher rate of interest on money at short notice, and a call, 
than is desirable ?—I think that it is very questionable whether too much 
is not given. 

Mr. GoscHEN—You would not make any notes a legal tender, except 
those of the Bank of England ?—No; I would not make the notes of the 
subsidiary issues a legal tender. 

With regard to the reserves, have you ever seen any system suggested 
which commended itself to your mind in lieu of the present system 
of the Bank of England practically holding the reserves of the bankers ? 
—Not under our present circumstances, which, I am sorry to say, that 
I am afraid we cannot change. If we were starting de novo, I should 
like to see a large number of banks, each holding its own reserve. I 
ae such a system would be preferable, but I do not see how you could go 

to it. 

It is economy for the bankers to hold their reserves in the Bank of 
England ?—It is, no doubt. 

The amount of the reserves, if they were held separately, would probably 
be larger than the aggregate /—Very considerably larger. 

The difference is a loss to the public in a panic, but a gain to the bankers 
as a ual means of economy /—It is a question whether they are not 
too small in amount. 

It would be difficult to remedy it by Act of Parliament ?—Impossible ; 
absolutely impossible. Money which would have been kept has, too often 
I fear, been used to a certain extent in speculations. 

That again cannot be dealt with by legislation ?—Yes. 

So that while public attention is turned to this question of the reserves, 
it may be usefully turned to the point of the difficulty, and indeed the 
absolute impossibility, of finding remedies of it by any action of Parlia- 
ment }—Certainly, no remedies can be found for it by any action of Parlia- 
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ment. The only good which could be done in any way is by the recognition 
of the present state of things. The danger which I am afraid we are run- 
ning is, that no one knows exactly what our present system is. I think 
that formerly it was not generally known, for example, at the West End, 
though people are beginning now to understand it, that the Bank of Eng- 
land was a very different bank from the London and Westminster Bank in 
this secgeih, ak it held an enormous deal more actual cash (by cash, I 
mean bank notes and coin); and that those bank notes were held upon 
some kind of condition that they would lend them in the time of panic. 

Would the general feeling be properly described in this way; that now, 
less than at almost any previous period, individuals of the public think it 
necessary to hold reserves, while, at the same time, they think they ought to 
have an unlimited amount of capital supplied to them, when they want it, 
upon their bills and securities ?—I should not accept those words ; I should 
rather put it in this way, that the present doctrine is that the whole of the 
ultimate reserve is kept in the banking department of the Bank of England, 
and that the Bank of England must hold enough for everybody, or else it 
and everybody stops. 

But does not everybody consider that he is entitled to be able to borrow 
to an unlimited extent, provided he has unlimited amount of securities ?— 
Yes; that the Bank of England lend out of the reserve on good security 
in time of panic. I should say that in my notion the banking reserve, 
whether it is held by many banks or by one, would be burdened with 
that liability (if I may use the expression), and that in time of panic you 
must lend freely out of it. That is one of the objects for which you keep 
it. The best mode of staying a panic is by lending. If people find that 
they cannot get their bills discounted, and that they cannot get money 
upon their securities, then the panic increases. It is only by very large 
and bold action on the part of the persons who possess the reserve that 
you can stop a panic; und whether the reserve is kept by many banks or 
by one, that would still be the duty of the holders of the reserve. 

Provided that the bold action does not exceed the means at the disposal 
of those who exercise it 7—They are bound to have the means; they get 
ae by timid action, because in that case they will certainly themselves 

ail, 

You see no legislative remedy for the present state of things ?—No legis- 
lative remedy whatever. 

At the same time you look upon it as most grave and somewhat alarm- 
ing ?—“ Alarming ” is a strong word ; say anxiety and incessant watchful- 
ness. 

The situation is such, both in banking and commercial respects, that if 
there is a great strain on the reserves there must be a bold policy, or disasters 
will ensue ?—Quite so. 

If, on the other hand, your boldness were too excessive, disasters would 
also ensue ?—When a panic occurs, yuu must lend right and left ; you have 
nothing else to do, the time for caution is in preventing a panic. 

The Scotch system is not then an entirely self-contained system, and it 
could not be maintained without the prospect of disaster, but for the fact 
that it rests to a certain extent upon the collateral system of England, 
which secures large reserves open to Scotland in time of panic ?7—It is 
essentially a provincial system, though it is, I have no doubt, an excellent 
system. 

"Could the Scotch system be maintained, looking to the convertibility of 
the note, and the chances of panic, unless in times of panic there was the 
reserve in the Bank of England to meet that panic p—t should say that no 
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part of our English or Scotch system could be maintained but for the reserve 
in the Bank of England. We all rest upon that. 

So that, while the Scotch have the full advantage of their provincial 
issues, as you call them, and of their monopoly of the notes, they have also 
the advantage of the English system, through the reserves that are kept in 
the Bank of England 7—Yes; they must be looked upon, I think (I do not 
like to say as provinces, but), us part of the same system, all resting on the 
one reserve of the Bank of England; and the same remark applies to 
Treland. 

What was the point in the Scotch monopoly which was so incomprehen- 
sible to your foreign friends, to whom you endeavoured to describe it }— 
The incomprehensible point in the Scotch law was the purpose for which 
the gold goes to Scotland; they could have quite understood your not 
sending it down, or that it should be made a security for the notes being 
ear-marked for the notes when it got there; but they could not understand 
that it should go down, as they would say, for nothing. 

Do you see any advantage in that part of the system which requires 
gold to be held against the over issues, without that gold being specially 
against those issues /—I do not myself see any advantage in it ; but, as you 
are aware, the theory of the currency on which Sir Robert Peel based his 
legislation requires that it should be so. Ido not myself hold that theory. 

Is it not delusive to a certain extent —I should say that it is a perfect 
absurdity to take it down there and not to ear-mark it. 

Have you any doubt that the system is a monopoly in Scotland—a 
practical monopoly ?—I have no doubt about it. 

With regard to some questions asked you on this point, is it in accordance 
with your views of free trade to allow a privileged monopoly in the case of 
some persons to contend with others who do not proceed under the same 

m. of law ]—Of course all should start fair on equal terms. 

Would that monopoly become valuable if the banks were allowed to ex- 
tend to England ?—It would become more valuable I should suppose. 

The denial of the privilege of coming to England would lessen the value 
of the moncpoly /—Yes. ; 

And if ever the State were to deal with this monopoly, and consider its 
value, the value would be greater or less according as the privilege exists of 
coming over the Border ?—Undoubtedly. 

Mr. Hussarp—Did I correctly understand you to say that a provincial 
bank having a right of issue, was able to afford banking accommodation 
to the district with which it dealt upon more favourable terms than if it 
had not the power of issue /—I did not use the word “accommodation ;” I 
meant to say that it was able to do a greater variety of small business, for 
the sake of acquiring the circulation of the district ; the cashing of cheques, 
for example, which it would not be worth while to do otherwise. 

In what would consist the advantage that the district would derive 
from the bank being an issuing bank ?—It would do a variety of small 
business for the sake of acquiring the circulation of the county, which it 
would not do otherwise. For example, as stated in the particular case of 
Somersetshire, if a person selling the produce of the county gets a cheque 
on a distant bank, that a would be cashed across the counter in our 
own notes free of charge. That is not a.loan you will observe; that is an 
exchange ; all that class of business is done now to an extent in detail; 
which you must stand at the bank counterto understand. A large number 
of transactions in a day of a petty description are done cheaper than they 
would be if we had to find Bank of England notes for them, and they are 
done with a view of obtaining the currency of the district. We establish 
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agencies, as I have already stated, to make those exchanges so as to get out 
our notes. 

I quite understand that previously to the year 1844, it must have been 
an object with any bank having a power of issue to secure the circulation 
of a particular district, because whatever was the amount of notes that it 
had in circulation, that was an amount of capital which cost them nothing, 
and upon which they received interest ; but does that same motive exist 
now that the currency is limited?—To the extent of our circulation, of 
course it is very advisable to keep it. We have never been able for many 
years in Somersetshire to keep out our circulation, our deposits have grown 
and multiplied, but our cdroulation diminishes, and that is because so many 
more people keep accounts than used todo. But still so far as that goes, 
our circulation has been an advantage to us. 

Sir Joun Lussocs—The hon. member for Bodmin has called attention 
to the case of sugar. I believe that the drawback levied by certain foreign 
countries, and especially by France, to the sugar refiners involves a con- 
siderable tax to the taxpayer ?—Of those countries ? 

Yes ?—Yes. 

In fact, we get our sugar cheaper at the expense of the French taxpayer ? 
—Yes. 

But it never would be proposed that we should tax people in order that 
one set of sugar refiners should get an advantage over another set /—I should 
think not. 

The material difference in the present case is that the law gives the 
advantage to one set of bankers over another /—Yes. 

You have said that the north country bankers would be the principal 
sufferers by competition with the Scotch bankers }—Yes. 

You do not think the Scotch bankers are likely to establish themselves 
in the south and south-west for a considerable time ?—I feel sure they 
would not be sufficiently known in the lifetime of any one now living to 
obtain credit. 

I think you have stated that the legislative privileges enjoyed by the 
Scotch banks practically give them a monopoly of banking in Scotland 7— 
That appears to be the effect of the evidence before the committee. 

Do you think it is for the benefit of the public that any bankers should 
ie ea a monopoly like that enjoyed by the Scotch bankers 7—I certainly 
think not. 

If any bankers are excluded from Scotland, should it not be right that 
the Scotch bankers should be excluded in the same way from England }— 
I should consider whether this monopoly is so great as to justify the 
interference of Parliament, The whole banking system is full of all 
manner of inequalities, and it is a question for Parliament and for this 
— to decide whether this is so great an inequality as to justify its 
removal. : 

You are aware that the Cumberland and the Lancashire and other north 
country banks have based their views on this question, upon the commission 
charged by the Scotch banks, which they are compelled to pay 7—Yes. 

For instance, we have it in evidence that one Newcastle bank has to 
collect in a year between £700,000 and £800,000 in cheques and bills 
payable in Scotland. If the bank is subjected to a charge of 2s. per cent. 
(which appears to be the cherge), that places them distinctly at a disad- 
vantage in comparison with the Scotch banks, which can collect all those 
drafts and bills free of any charge !—TI should think the purpose of the 
inquiry here was more with reference to what is general than with parti- 
cular questions of commission. 
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It may be difficult to induce Parliament to look into a question of com- 
mission, but still English banks are placed at a distinct disadvantage /— 
There is no doubt of the disadvantage. 

In answer to the Chancellor of the Exchequer, you used the expression, 
“raise us to the Scotch level.” I presume you mean to give Englich 
banks privileges equivaleat to those enjoyed by the Scotch banks 1/—Yes. 

The privileges enjoyed by the English issuing banks are very much less, 
are they not, than those enjoyed by the Scotch issuing banks ]/—Yes ; they 
have produced an altogether different effect. It has been stated before the 
committee that the number of banks in Scotland has diminished, and that 
no bank of non-issue can practically do much business there; whereas, in 
England bazks of non-issue are multiplying, and the issue is diffused 
among a great number of persons. 

You do not consider that the panics of 1847, 1857, or 1866, had any 
—_ reference to the English country banks of issue >—Not in the leasv. 

here is one case in which I do think that the English country bank 
issues may be prejudicial in a panic. The Act of 1844 will not allow of 
the sale of private issues ; if a private bank parts with its issue it loses its 
circulation. I am afraid that that has the effect of keeping up a certain 
number of private banks which would otherwise have ceased to exist, and 
those may perhaps fail‘in a time of panic. 

The ces of the London banks constitute, do they not, a very large 
proportion of the Bank of England’s reserves P—Yes. 

o upon those balances, of course, no interest is allowed by the bank ? 
—No. 

I think I gathered from the general tenor of your evidence that you 
thought the proper course of the Bank of England to adopt, in times of 
ditiealy, was to raise the rate of interest to such an extent as to attract 
money from abroad, but not suddenly to refuse to discount good bills /— 
Restrictions only augment the panic. I think a higher rate the better. 

With reference to the gold held by the Scotch banks, it is not only not 
ear-marked, but is it not the case that it need only be held for a single 
day, while the issue goes on permanently? Is not that a material point /— 


es. 
You said the only case in which inequality should be allowed is where 
the system has gradually grown up. Then you thought it questionable 
whether it ought to be interfered with 7—When it can be shown to be doing 
good and not harm. 

From your point of view, local notes are not only an advantage to the 
bank which issues them, but also to the public to which they are issued ?— 
I think the public, especially the poorer portion of it, would suffer very 
much if the local notes were abolished. 

In addition to the notes issued to the public, they are extremely valuable 
to the bankers in the till 7—Yes; it is one of their greatest advantages. 

A banker may keep in his till a portion of his reserve, and no doubt very 
often does so, but still a certain amount of till money is necessary which is 
not really a reserve ?—Yes; it is not to be looked upon as part of the 
reserve. 

Part of the general stock-in-trade /—Yes. 

If the till money can be kept by a bank in its own notes, that is a great 
advantage to a bank ?—Yes. 

And of course the competition which exists between bankers would result 
in a considerable portion of the advantage acquired to the bank by the use 
of its own till money bein ually, by competition, extended to the 
customers? The bank, which is able to use its own notes as till money, is 
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forced to give a portion of that advantage to its customers ?—There is a 
tendency in that direction, but I cannot say from experience. 

If we had one single note issue, might there not be some danger in times 
of difficulty of a Chancellor of the Exchequer being pressed very strongly 
to increase the amount issued beyond what would be altogether safe 1 Do 
you mean a national issue ? 

Yes 1—Quite so. I should fear external pressure on the Government in 
time of panic. 

You stated that the effect of the Clearing House was to enable the 
London bankers to hold less till money in proportion. Do you mean in pro- 
portion to their transactions !—To carry out more business with less cash. 

But that would affect their transactions rather than their deposits; the 
smaller proportion of till money which would be required would be in 
proportion to the amount of their transactions, would it not?—To the 
amount of their transactions. 

You have spoken of the Bank of England reserve being the ultimate 
reserve of the country, but, of course, there is a very large sum which is 
held by the different bankers in London and throughout the resp 
which also constitutes a portion of the Bank of England reserve !—Of 
course the reserve of other bankers is kept at the Bank of England 
and then the Bank of England lends a portion of it; but the only unused 
cash is notes in the banking department ; that is the only ultimate reserve 
in mere cash. The rest, which other bankers hold, is, in the main, 
till money, I should say, and not to be reckoned as reserve, either in town 
or country. 

I have always understood that both the London and the country bankers 
hold in their own houses a much larger amount than would be required as 
till money. I presume that, upon that point, you are speaking rather 
from general impression than from any absolute information upon the 
subject ?—My own impression is that people do not hold much more than, 
taking a large view of till money, was absolutely required for their business. 

In that youare expressing what is your impression, are you not ?—I 
have, of course, no absolute knowledge of the condition of the bankers in 
conntry generally. 

In answer to the question of an hon. member, you used the expression 
in reference to panics, particularly in regard to one joint-stock bank, as to 
re-discounting bills. Is it not this, the London banks lend to the bill brokers 
and on the Stock Exchange very large sums from day to day on deposit of 
bills of exchange and securities, principally Consols and Government securi- 
ties ; that in times of pressure they call in their loans ; and that the stock and 
bill brokers to whom they have lent the money in order to repay the 
bankers take the securities to the Bank of England and endeavour to obtain 
advances upon them. That is what happens in time of pressure, is it not ? 
—Yes, that was what I meant to express ; I did not know that I had used 
the word “re-discount:” If I did so it was used inadvertently. The 
instance which I cited was that which the London and Westminster Bank 
themselves gave when they did not call in any money from the broker 
but allowed the bills which they held from the brokers to become due; t 
said that those bills could only be paid by other bills being discounted, 
and those second bills which were necessary for that payment were dis- 
counted by the Bank of England. 

Is it a fact that even in the worse panics either in London or the conntry, 
the banks continue to discount the trade bills of their regular customers ? 
—In times of pressure or not the banks are bound to discount for their 


regular customers, 
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Mr. Anperson : About the State issue, do you mean it would be impos- 
sible to put a State issue under such control that it could be used properly ? 
—Under Parliamentary government, in times of panic it would be a very 
dangerous machine ; and I am fearful that it might be used for political 


. Could not Parliament take it out of the power of the Government—by 
the appointment of trustees for instance ?—Who are the trustees to be ? 

Beyond the command of the Government—an independent body ?—It 
would be possible, but I question very much whether it would be prac- 
tically independent, and still more whether it would be thought to be 
independent. 

By the public ?/—Yes. 

Might they not be entirely independent, subject only to Acts of Parlia- 
ment so that there would be no control over them except by an Act of 
Parliament specially passed P—It would be possible to make them theo- 
retically independent, but I very much question whether they would be 
practically independent, and 1 still more doubt whether they would be 
thought by the public to be independent, whether they would have the 
confidence of the public, and whether the public would not believe that 
persons of high interest obtained loans for their friends in time of panic, 
which persons who were not so befriended did not obtain. 

But would giving commissioners control over a State issue necessarily 
involve giving them power to make loans to anybody ?—I say that ina 
panic there would be a fearful rush upon the Government to make loans ; 
I believe that there is an extremity of panic in which more notes must be 
issued, the orthodox doctrine laid down by Ricardo is that there is a 
period of panic at which the restrictions upon the issue of legal tender 
must be removed ; supposing that to be so, and that you put the legal tender 
absolutely into the hands of the Government, I fear that loans would be 
made to improper persons, and I still more fear that it would be thought 
that they were made to improper persons. 

Would that pressure be stronger upon Parliamentary commissioners 
than it would upon Directors of the Bank of England ?—The Directors of 
the Bank of England know how to manage it, and the world have confi- 
dence in them because they conduct the management as part of their 
general business. 

You think that Parliamentary commissioners would not know how to 
manage it /—They would not know how to manage it, and they would be 
subject to all manner of political pressure, whereas the Bank of England 
is a body withdrawn from the political world and not subject to political 


ressure. 
‘ Then you would not be in favour of taking away the issue department 
from the Bank of England or making it more distinct than it is at present ? 
—In my judgment it would be a very dangerous thing to do, for the 
litical reason that in time of panic it would never be thought that any 
ending power in the Government would be well exercised. 
You look upon the Bank of England as the holder of the ultimate 
reserve, and you say that it is bound to lend money very largely in time 


’ of panic; how do you propose to give it means to do that 7—It ought to 


hold such a reserve as will enable it to do so, subject of course to what I 
was also saying, viz., that there is a period of panic at which any restric- 
tions upon the issue of legal tender must for a moment be broken, and in 
which any issue department which you may have must probably have to 
make advances in some irregular manner. 

- Then you admit that there is a time of panic when, whether there are 
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Parliamentary commissioners or Directors of the Bank of England, they 
must go against the law 7—If you limit the issuing department in any 
way, you will probably have to break that limitation somehow or other at 
a certain time. 

You think that the fact of the bankers’ reserves being held at the 
Bank of England is not an element of danger at all?—I think that 
they are the deposits which are the least likely to be taken from the bank. 
Ast explained before, I do not think that depending upon a single reserve 
is at all what a sound political economist would have wished to establish ; 
but still there it is, and we must make the best of it. 

Mr, Ozr-Ew1ne: You are in favour of £1 note circulation ]—If secured, 
I see no disadvantage in it; but I am not in favour of its practical intro- 
duction at this moment. 

Ts it not the case that banks in England that have not the privilege of 
issue compete successfully with banks of issue, and pay the highest divi- 
dends in England ?—Banks which are not banks of issue, are very pros- 
perous indeed ; I forget the exact figures. 

Then what did you mean when you spoke of 2 monopoly which exists in 
Scotland as to Scotch bankers which prevents banks without the privilege of 
issue succeeding in Scotland ?—I only appeal to history. No bank goes to 
Scotland and sits down there without issuing notes; and the number of 
banks in Scotland is much Jess than it was thirty years ago. In that way 
(I do not know whether you call it a monopoly or not) a very small number 
of banks command the country. 

Sir J. Lussocx: In fact as regards the monopoly of the Scotch 
banks, is it not your opinion that the legislative advantages which they 
enjoy in the matter of issue, practically prevent the establishment of new 
banks in Scotland ?—That is what I understand and believe. 

Whereas, if the Scotch banks came to England, they would possess all 
aw — which are enjoyed by the English non-issuing banks }—~ 

rtainly. 

At the: conclusion of this witness’s evidence, the room was cleared, and it 
was understood that no more evidence would be taken. The Report which 
the Committee agreed to is as follows :— 


REPORT. 





THE SELECT COMMITTEE appointed to consider and report upon 
the Restrictions imposed and Privileges conferred by LAW on BANKERS 
authorised to make and issue NOTES in England, Scotland and Ireland, 
respectively, HAVE considered the matters to them referred, and have 
agreed to the following REPORT :— 

YOUR Committee have examined a considerable number of witnesses, 
and have agreed to report the Minutes of Evidence to the House; but they 
have not had time to prepare a Report thereon in the present Session, and 
they consequently recommend their re-appointment next year, 

22nd July, 1875. 
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FORGERIES OF BANK OF ENGLAND NOTES. 


Tue following interesting table, showing the number of forged notes presented 
to the bank in the years 1806 to 1874 inclusive, was presented to the committee 
cn banks of issue, by Mr. Palmer, the deputy-governor of the bank, in support of 
his objection to the issue of £1 notes, on the ground of their greater liability to 
forgery than notes of higher denominations. 
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Yer} 3 | § (8/5 BRS] SS) Ss S| S| ber of| Value. 
Notes. 
£ 
1806..| 1,740) 1,553 | 535) 5}..| 2) 4) 1) 1}. : +e 8,241) 7,721 
1807..} 3,016) 1,123 | 384) 7|../ 1) 4) 2) 1}. . . 4,540) 7,489 
1808..| 3,107) 1,180 | 228) 4/..) 2)../..] .. Jee] oe 4,521) 6,697 
1809..| 4,390] 1,420 | 236 4|..)../ 2} 6| .. |..| .. | 6,067| 8,660 
1810..| 3,484) 1,350 | 271) 99)..|..|..] 1] .. |..] o 5,202) 8,446 
1811..| 4,825) 2,680 | 492) 136) 1) 7} 1] 2) .. |..] .. Jeol op 8,044) 14,045 
1812.,| 11,682) 3,894 |1049) 177)..|33) 2)..) .. |. oon fe +» | 16,838) 27,235 
1813..| 10,530) 2,905 | 693) 35)..| 3/..} 1) L|..| .. - | 14,171) 20,291 
1814..| 9,973] 3,166 | 951) 38)..|12) 1)..) .. |..| .. 14,142} 21,705 
1815..|12,711/ 2,522 | 696; 41) 1) 1|..]..| .. | 1) .. 15,973} 21,730 
18!6../ 20,024/ 2,032 | 639} 20)..) 5) 9) 9} 4) 2) 1 22,748] 28,438 
1817..| 26,179) 1,718 | 786) 61 1} Lj..| oe Jost oe foe 28,706) 33,950 
1818..| 25,817| 788 | 740) 65)..| 9)..|..) «. |..| .. 27,409) 31,823 
1819. .| 21,340} 875 | 704) 88)../28)..|..| ». oe ++ | 23,035) 28,050 
1820. .| 27,993) 217 | 745) 103). ./25).. ee oo foe 29,083) 33,682 
1821..| 17,389] 162 | 507) 72)..| 6)..}..] «+ jee ° 18,126) 21,068 
1822..| 3,125) 97 | 352) 61)..) 7|..]..) -- |- . 3,642) 5,829 
1823..| 1,847; 60 | 214) 19)..}..| 1] 7] .. |.. ee 1,648] 2,962 
1824.. 785; 47] 95) 18)../ 1) 6} 8 2) 3 . 966) 2,174 
1825.. 579) 61} 124) O)..)..Je.]ee] oe Joe] oe 770} 1,396 
1826..} 1,601) 55 | 345] 29)..) 3) 2)..) 12) 2) .. 2,038) 3,976 
1827..| 1,695] 43 | 265) 35)..|..|..]..] «. |.-] . 2,038) 3,456 
1828.. 722} 33 | 348) 53)..) 4!.. o fee es 1,170) 3,238 
1829.. 613} 30 | 421) 40)..) 3)..]. . 1,117} 3,288 
1830.. 273; 28 | 279) 37)..}..| 1l. . 613) 2,109 
1831.. 190) ~ 28 | 133) 11)..} 2).. oo Joo ° 364) 1,061 
1832.. 225; 13 169) 27|..]..|.. oe dee ° 424) 1,316 
1833.. 223; 24) 120) 57)../15).. -- | 8 ‘ 447) 2,141 
1834.. 169} 22]{ 60) 13)..| 7.. 1 }.. 262) 783 
1836.. 148} 24) 62) 15)../34).. 6 279) 1,586 
1836.. 129} 18] 52) 9j..) 8..]. 2? aoa > 223) 1,025 
1837.. 182} 18] 77| 16)..) 2)..|..| .. |..|25/200).. 296) 826 
1838.. 160, 12] GO 9 1] 1 2.) we feof oe fe 254) 668 
1839.. 154, 18 | 96; 19)..| 1j..j..) 1] 2) 1 292) 1,120 
Bank ’ 
Post. 
1840.. 157} 19 | 126) 26)..]..}..].. | oe 328} 1,085 
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1841..| 172) 18| 58} 9. am a ts 257| 588 
ek. See 904 S Sisk Bcbeed co ted aw deed os 235| 654 
1843..| 151| 18| 38 4j..\. wae + Be 212} 427 
(In 
Oct.) 

1844,.| 144 20] 32) 93)..|..|.. 22 ‘ 221| 2,580 
1845..| 130} 14] 34] 3)..|..|.. - a : 182} 408 
1846,.| 107} 8| 63} 4/2) 2).. .|a 2 ; 189} 798 
1847..| 245, 13] 63} Q)..| 6].. Be. od 228] 606 
1848..| 169} 15 | 214) 1il..|..|.. ‘ 409| 1,379 
1849,.| 118} 18 | 109} 65l.. 310] 1,349 
1850..| 125, 11] 47| 11l..| 1 195} 512 
1851..} 109} 12| 110) 53).. MO ae 284| 1,213 
1862..| 116} 19 | 132) 68|.. o 2 335] 1,521 
1863..| 119} 8 | 202! 100).. ‘“s 1) 1 431] 2,845 
1854..| 117] 11 | 186] 64|..|. eh pte 368] 1,608 
1855..| 108, 14 | 416] 150)..|24 os gies 711| 4,191 
1856..| 931 17 | 379} 63), 552| 2,052 
1857..| 93| 16 | 256 59|..| 1 ; 425] 2,015 
1858.., 83, 9 | 162} 79|..| 2 1 ‘ep 336| 1,791 
1859..; 84, 8 | 108| 62].. 2" 262| 1,260 
1860..| 76, 10/| 312] gij../ 1 ; weg, ft Coad 490| 2,586 
1861..| 1491 11 203} 665|..| 1)..|..| .. a , 429] 1,856 
1862..| 791 7 | 147] 68l..|..|..|..| y : 296] 1,458 
1863* 66) 9| 36 12)../ 1)..].. ; 124] 404 
1864..) 78 1| 18} 4{..|..} a)... ../ a1 .. 7, 103} 286 
1865..| 79 6 | 19] 10)..]..|..|..]..]/ 1]. 114} 334 
1866..| 94, 2| 16 41../..|..|.. ; ts 116] 218 
1867..| 75] 7| 11) 7..| Q..I.. a # 102} 254 
1868.., 85, 6| 23} 2../1)..|..)..).] . “a 117| ° 262 
1869..| 67, 6| 29} 2i..| 31 413] .. aa : 114] 494 
eR uk | BRE ccbochoslesles ‘ : 70} 142 
1871.., 50 8| 19} 6)..\..|. .. |.-|1/1,000] 84] 1,221 
1872..| 46 6] 17) Q)..|..). i os “71, 163 
1873... 32, 3] 7 10)..|..). i “ 62} 173 
es 56 2| 27 6..| i. es 93) 476 


















































* On banknote paper, five of £5. 








